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ORIGINAL AND thirteen (13) copies
of the foregoing hand-delivered this
25th day of February, 2015, to:

The Arizona Corporation Commission
Utilities Division — Docket Control
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Phoenix, Arizona 85007
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Steve Olea

Utilities Division

Arizona Corporation Commission
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Dwight D. Nodes, Law Judge
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Janice Alward. Chief Counsel,
Legal Department

Arizona Corporation Commission
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Copy of the foregoing mailed
this 25th day of February, 2015, to:
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EPCOR Water Arizona Inc.
Brief Summary of Common Equity Cost Rate

No. Principal Methods

1. Discounted Cash Flow Model (DCF) (1)

2. Risk Premium Model (RPM) (2)

3. Capital Asset Pricing Model (CAPM) (3)

5 Indicatgd Common Equity Cost Rate before Adjustment

for Business Risks

6. Credit Risk Adjustment (4)

7. Business Risk Adjustment (5)

8. Indicated Common Equity Cost Rate

9. Recommended Common Equity Cost Rate
Notes: (1) From page 2 of this Schedule.

(2)
3)
(4)

()

From page 3 of this Schedule.
From page 14 of this Schedule.

Exhibit PMA-RT 1
Scheduie 9
Page 1 of 24

Proxy Group of
Nine Water
Companies

852 %

10.97

9.72

972 %

0.24

0.30

10.26 %

10.25%

Credit risk adjustment to reflect the EPCOR Water Arizona Inc.'s greater credit risk

as discussed in Ms. Ahern's direct testimony.

Business risk adjustment to reflect EPCOR Water Arizona Inc.'s greater business
risk due to its small size relative to the proxy group as detailed in Ms. Ahern's direct

testimony.
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Indicated Common Equity Cost Rate Using the Discounted Cash Flow Model for
1 2 3 4 5 ] z 8
Reuters
Mean Zack's Yahoo!
Value Line Consensus Five Year Finance Average Indicated
Projected Projected Projected Projected Projected Common
Average Five Year Five Year Growth Five Year Five Year Adjusted Equity
Proxy Group of Nine Water Dividend Growth in Growth Rate Rate in Growth in Growth in Dividend Cost Rate
Companies Yield (1) EPS (2) in EPS EPS EPS EPS (3) Yield (4) (5)
American States Water Co. 242 % 650 % 200 % 200 % 200 % 313 % 248 % 559 %
American Water Works Co., Inc. 2.38 7.50 8.20 7.90 8.20 7.95 247 10.42
Aqua America, Inc. 2.63 8.50 4.00 5.00 4.00 5.38 2.70 8.08
Artesian Resources Corp. 4.03 NA NA NA 4.00 4.00 4.1 8.11
California Water Service Group 2.60 7.50 6.00 6.00 6.00 6.38 2.68 9.06
Connecticut Water Service, Inc. 2.94 7.00 5.00 5.00 5.00 5.50 3.02 8.52
Middlesex Water Company 3.48 5.00 NA NA 270 3.85 3.55 7.40
SJW Corporation 2.51 7.00 NA NA 14.00 10.50 2.64 13.14
York Water Company 2.80 7.00 NA NA 4.90 5.95 288 8.83
Average 8.80 %
Median 8.52 %

Source of information:

NA= Not Available
NMF = Not Meaningfut Figure

Notes:

(1) Indicated dividend at 12/31/2014 divided by the average closing price of the last 60 trading days
ending 12/31/2014 for each company.

(2) From pages 16 through 24 of this Schedule.

(3) Average of columns 2 through § excluding negative growth rates.

(4) This reflects a growth rate component equal to one-half the conclusion of growth rate (from column
6) x column 1 to reflect the periodic payment of dividends (Gordon Model) as opposed to the
continuous payment. Thus, for American States Water Co. , 2.42% x (1+( 1/2 x 3.13%) ) = 2.46%.

(5) Column 6 + column 7.

Value Line Investment Survey
www.reuters.com Downloaded on 01/12/2015
www.zacks.com Downloaded on 01/12/2015
www.yahoo.com Downloaded on 01/12/2015
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EPCOR Water Arizona Inc.
Summary of Risk Premium Models for the
Proxy Group of Nine Water Companies

Proxy Group of
Nine Water
Companies
Predictive Risk
Premium Model ™
(PRPM™) (1) 11.35 %
Risk Premium Using
an Adjusted Total
Market Approach (2) 9.82 %
Average 10.97 %

Notes:
(1) From page 4 of this Schedule.
(2) From page 5 of this Schedule.
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Line No.

Notes:

(1)

)

(3)

“4)

Exhibit PMA-RT 1
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EPCOR Water Arizona Inc.
Indicated Common Equity Cost Rate
Through Use of a Risk Premium Mode!

Using an Adjusted Total Market Approach

Proxy Group of

Nine Water
Companies
Prospective Yield on Aaa Rated
Corporate Bonds (1) 485 %
Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A Rated Public
Utility Bonds 0.15 (2)
Adjusted Prospective Yield on A Rated
Public Utility Bonds 500 %
Adjustment to Reflect Bond
Rating Difference of Proxy Group (0.01) (3)
Adjusted Prospective Bond Yield 499 %
Equity Risk Premium (5) 4.83
Risk Premium Derived Common
Equity Cost Rate 9.82 %

Consensus forecast of Moody's Aaa Rated Corporate bonds from
Blue Chip Financial Forecasts (see pages 11 - 12 of this
Schedule).

The average vyield spread of A rated public utility bonds over Aaa
rated corporate bonds of 0.15% from page 8 of this Schedule.

Adjustment to reflect the A1/A2 Moody's bond rating of the proxy
group of nine water companies as shown on page 6 of this
Schedule. The 1 basis point adjustment is derived by taking 1/6 of
the spread between Aa2 and A2 Public Utility Bonds (1/6 * 0.06%
= 0.01%).

From page 6 of this Schedule.




Exhibit PMA-RT 1

Schedute 9
Page 6 of 24

ao1n8g Buley selinN [BAOID $,100 3 piepuels
90INIDG S10)SOAU| S,APOOIN :UOI}EWIOU| 82IN0S

"0 I8jep) 8sor ueg Jo asouy) ale sBuney (1)
‘Auedwo) JajepA 1nd1o8uuo) Jo asoy) ale sbuney (g)
00 90IAISG JBJeAA BlUlOlE) Jo asoy) ale sbuney (g)
"0u| ‘eluenjAsuuad enby Jo asouy) ale sbuney ()
"JaJepA uedlIawly elueajAsuuad Jo asoy) ale sbuney (g)
‘Auedwo) Jsjepp a1e1S usp|o9) Jo asoyy ale sbuney (2)
"9INpayas siy} jo / abed wouy (1)

Auedwo?) 18}epA N0 A

(1) uonesodiod prrS
Auedwo) Ja1eppn Xas3|pPIA

‘9OIAIDSG JaJBAA 1ND1}0BULOYD

(g) dnoug aoiMag 18)BAA BIUIOHRD

'd10D) $391n0SaY ueISalY
() -ou| ‘esuswy enby

0D SYION ISIBAA UBOLISWY
"00) J19)epA SAJeIS UedLBWY

(SBJON
v'G +V G'G ZYILY abelany
0. v -- dN
09 \ -- dN
09 \' -- dN
G'9 VIV -- dN (9) "oy
ov VY -- dN
-- dN -- dN
0¥ 'A% -- dN
0 +Y 0'S A" (€) -ouy°
0G +V 09 YA (@)
(1)BunyBiap Buney (1)Bunybrapp Buney
|jesuswnN puog |esuswnN puog

GlLog AMenuep G0z Aenuep

Bunjey puog Buyey puog
s,100d g piepuelg s,Apooy

SaluedwWo)) JSTEAA BUIN JO dnoiS) AXOld
8Uj} 10} S3|1J01d NSIY [BlouBUIH pue YsIy Ssauisng ‘sbBuney puog jo uosuedwon
‘0U] BUOZLY I18jeAN HODd3

saluvedwon
18)epA BUIN Jo dnoio Axolid




Exhibit PMA-RT 1

Schedule 9
Page 7 of 24
Numerical Assignment for
Moody's and Standard & Poor's Bond Ratings
Moody's Numerical Standard & Poor's
Bond Rating Bond Weighting Bond Rating
Aaa 1 AAA
Aal 2 AA+
Aa2 3 AA
Aa3 4 AA-
A1 5 A+
A2 6 A
A3 7 A-
Baa1 8 BBB+
Baa2 9 BBB
Baa3 10 BBB-
Ba1 11 BB+
Ba2 12 BB
Ba3 13 BB-
B 14 B+

B2 15 B
B3 16 B-
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Exhibit PMA-RT 1

Schedule 9
EPCOR Water Arizona Inc. Page 9 of 24
Judgment of Equity Risk Premium for
the Proxy Group of Nine Water Companies
Proxy Group of
Line Nine Water
No. Companies
1. Calculated equity risk
premium based on the
total market using
the beta approach (1) 480 %
2. Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with Arated bonds (2) 4.86
3. Average equity risk premium 483 %

Notes: (1) From page 10 of this Schedule.
(2) From page 13 of this Schedule.
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EPCOR Water Arizona Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for
the Proxy Group of Nine Water Companies

Proxy Group of
Nine Water
Line No. Companies
Based on SBBI Valuation Yearbook Data:
1. Ibbotson Equity Risk Premium (1) 585 %
2. Ibbotson Equity Risk Premium based on PRPM™ (2) 9.31
Based on Value Line Summary and Index:
3 Equity Risk Premium Based on Value Line
' Summary and Index (3) 5.39
4. Conclusion of Equity Risk Premium (4) 6.85 %
5. Adjusted Value Line Beta (5) 0.70
6 Beta Adjusted Equity Risk Premium 4.80 %

Notes: (1) Based on the arithmetic mean historical monthly returns on large company common
stocks from ibbotson® SBBI® 2014 Classic Yearbook - Market Results for Stocks,
Bonds, Bills, and Inflation minus the arithmetic mean monthly yield of Moody's Aaa
and Aa corporate bonds from 1926 - 2013. (12.05% - 6.20% = 5.85%).

(2) The Predictive Risk Premium Model (PRPM™) is discussed in Ms. Ahern's
accompanying direct testimony. The Ibbotson equity risk premium based on the
PRPM™ is derived by applying the PRPM™ to the monthly risk premiums between
Ibbotson large company common stock monthly returns minus the average Aaa and
Aa corporate monthly bond yields, from January 1928 through November 2014.

(3) The equity risk premium based on the Value Line Summary and Index is derived from
taking the projected 3-5 year total annual market return of 10.24% (described fully in
note 1 of page 15 of this Schedule) and subtracting the average consensus forecast
of Aaa corporate bonds of 4.85% (Shown on page 5 of this Schedule). (10.24% -
4.85% = 5.39%).

(4) Average of Lines 1, 2, & 3.

(5) Median beta from page 14 of this Scheduie.

Sources of Information:

ibbotson® SBBI® 2014 Classic Yearbook - Market Results for Stacks, Bonds, Bills,
and Inflation, Morningstar, Inc., 2014 Chicago, IL.

Industrial Manual and Mergent Bond Record Monthly Update.

Value Line Summary and Index

Blue Chip Financial Forecasts, January 1, 2015 and December 1, 2014
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Consensus Forecasts Of U.S. Interest Rates And Key Assumptions'

History
------- Average For Week Ending------  ----Average For Month---- Latest O*
Interest Rates Dec. 26 Dec. 19 Dec. 12 Dec.5 Nov. Oct. Sep. 4Q 2014
Federal Funds Rate 0.13 0.12 0.12 0.10 0.09 0.09 0.09 0.10
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25
LIBOR, 3-mo. 0.24 0.23 0.23 0.23 0.23 0.23 0.23 0.23
Commercial Paper, [-mo. (.12 0.11 0.11 0.10 0.07 0.06 0.06 0.08
Treasury bill, 3-mo. 0.04 0.04 0.03 0.02 0.02 0.02 0.02 0.03
Treasury bill, 6-mo. 0.13 0.11 0.10 0.08 0.07 0.05 0.04 0.08
Treasury bill, 1 yr. 0.26 0.23 0.20 0.15 0.13 0.10 0.11 0.15
Treasury note, 2 yr. 0.70 0.63 0.61 0.56 0.53 0.45 0.57 0.54
Treasury note, 5 yr. 1.69 1.61 1.61 1.60 1.62 1.55 1.77 1.60
Treasury note, 10 yr. 2.21 2.14 2.19 227 2.33 2.30 2.53 2.27
Treasury note, 30 yr. 2.80 2.75 2.84 2.97 3.04 3.04 3.26 2.96
Corporate Aaa bond 3.78 3.74 3.75 3.90 3.92 3.92 4.11 3.87
Corporate Baa bond 4.75 4.72 4,72 4.79 4.79 4.69 4.80 4.74
State & Local bonds na 3.65 3.65 3.83 3.96 3.96 4.13 3.86
Home mortgage rate na 3.80 3.93 3.89 4.00 4.04 4.16 3.97
History

1Q 2Q 3Q 4Q 1Q 2Q 3Q 40*
Key Assumptions 2013 2013 2043 2013 2014 2014 2014 2014
Major Currency Index 74.7 76.4 76.7 76.0 77.1 76.6 77.8 83.9
Real GDP 2.7 1.8 4.5 3.5 -2.1 4.6 5.0 2.7
GDP Price Index 1.3 1.2 1.7 1.5 1.3 2.1 14 1.0
Consumer Price Index 1.2 0.4 2.2 1.1 1.9 3.0 1.1 -0.9

Congensus Forecasts-Quarterly Avg,

1Q 20 30 40 19 20
0.1 0.2 0508 12 15
33 33 35 39 42 46
03 04 07 10 14 18
01 02 05 09 13 16
01 42 05 68 12 15
0.1 03 06 09 13 16
03 065 08 12 15 19
07 1013 16 19 22
17 19 .22 2427 29
24 26 28 30 32 34
3.1 33 35 37 39 .40
40742 43 46 48 50
49 -’81 33 33 587 58
39 41 43 45 46 43
41 43 45 47 49 51
Consensus Forecasts-Quarterly
1Q 20 3Q 40 1Q 20

2015 2015 2015 2015 2016 2016
840 847853 855 857 885
29 29 34 30 29 29
13 17 o 20210 240
04 19 21 23 22 1

Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data for interest rates except LIBOR is from
Federal Reserve Release (FRSR) H.15. LIBOR quotes available from 7he Wall Street Journal. Interest rate definitions are same as those in FRSR H.15. Treasury vields are
reported on a constant maturity basis. Historical data for Fed’s Major Currency Index is from FRSR H.10 and G.5. Historical data for Real GDP and GDP Chained Price Index
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS). "Data for 40 2014
Major Currency Index is based on data through December 23. Figures for 40 2014 Real GDP, GDP Chained Price Index and Consumer Price Index ure consensus forecasts
based on a special question asked of the panelists’ this month.

Percent

Basis Points

U.S. Treasury Yield Curve
Week ended December 26,2014 and Year Ago vs.

U.S. 3-Mo. T-B

ills & 10-Yr. T-Note Yield

1Q1 2014 and 2Q 2016 Consensus Forecasts (Quarterly Average) Forecast
4.50 4.50 6.00 6.00
4.00 + Year Ago 4.00 5.50 ] 10-Yr. T-Note Yield. Consensus + 550
+ 5.00
L ——x— \We ek ended 12/26/ 14 4
%50 [t 202016 >0 T 4.50
3\00 [ ———— ONSENsuUs -+ 3.00 3 4 OO
——+—— Consensus 1Q 2015 />< [ -
;2/1- 250 = T 3.50
+ 200 8 + 3.00
' & (1 250
1 1.50 4 2.00
+ 1.00 1'00 ] ! 3-Month '( T 1.50
| . T %@/T-BillYield Consensus _______ | e 1.00
; + 0.50 oso} p 1 0.50
0.00 -~ i i y +— + 0.00 0.00 + e ; pt s 0,00
3mo 6mo 1yr 2yr Syr 10yr 30yr 1208 1Q08 1Q10 1Q11 1Q12 1Q13 1Q14 1Q15 1Q16
Maturities
Corporate Bond Spreads U.S. Treasury Yield Curve
As of week ended December 26,2014 As of week ended December 26,2014
700 700 400 400
650 + Aaa Corporate Baa Corporate Bond 1 650 1 +
600 4 Bond Yield Yield minus10-Year £ 600 350 7 350
] minus10-Year T-Bond Yield .
550 1 T-Bond Yield L s50 300 1 1 200
500 + T 250 T 250
450 + F 1
400 1 I 2 200 +4 200
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L0~ng~Range~'Estim;tes~:

The table below contains results of our semi-annual fong-range CONSENSUS survey. There are also Top 10 and bottom 10 averages for each varia-
ble. Shown are estimates for the years 2016 through 2020 and averages for the five-year periods 2016-2020 and 2020-2025. Apply these projections
cautiously. Few economic, demographic and political forces can be evaluated accurately over such long time spans.

Five-Year Averages

Interest Rates 2016 2017 2018 2019 2020 2016-2020 2021-2025
. Federal Funds Rate CONSENSUS 1.8 2.9 3.6 3.7 3.7 3.1 3.6
Top 10 Average 2.4 3.7 4.2 4.2 4.2 3.7 4.1
Bottom 10 Average 1.2 2.3 2.9 3.0 3.0 2.5 2.9
2. Prime Rate CONSENSUS 4.7 5.8 6.5 6.6 6.6 6.0 6.5
Top 10 Average 5.4 6.6 7.1 7.2 7.2 6.7 7.1
Bottom 10 Average 4.2 5.2 5.8 5.9 5.8 5.4 5.6
3. LIBOR, 3-Mo. CONSENSUS 2.1 3.2 3.7 3.9 3.9 33 3.8
Top 10 Average 2.7 3.9 43 4.4 4.4 3.9 4.3
Bottom 10 Average 1.5 2.5 3.1 3.2 3.3 2.7 33
4. Commercial Paper, 1-Mo. CONSENSUS 1.9 3.0 35 3.7 3.7 3.1 3.7
Top 10 Average 2.4 3.5 4.0 4.2 4.2 3.6 4.2
Bottom 10 Average 1.5 2.5 3.0 3.1 3.2 2.7 3.2
5. Treasury Bill Yield. 3-Mo. CONSENSUS 1.8 2.9 3.4 3.6 3.6 3.0 35
Top 10 Average 2.4 3.6 4.0 4.2 4.1 3.7 4.1
Bottom 10 Average 1.3 2.2 2.9 2.9 2.9 2.4 2.7
6. Treasury Bill Yield, 6-Mo. CONSENSUS 2.0 3.0 3.6 3.7 3.7 32 3.6
Top 10 Average 2.5 3.8 4.2 4.4 4.3 3.8 4.2
Bottom 10 Average 1.5 2.4 3.0 3.1 3.1 2.6 2.8
7. Treasury Bill Yield, 1-Yr. CONSENSUS 2.1 3.2 3.7 38 3.8 33 3.7
Top 10 Average 2.8 3.9 4.4 4.5 4.4 4.0 4.3
Bottom 10 Average 1.6 2.5 3.1 3.1 3.2 2.7 2.9
8. Treasury Note Yield, 2-Yr. CONSENSUS 2.5 3.4 3.9 4.0 4.0 3.6 4.0
Top 10 Average 33 4.1 4.5 4.7 4.6 4.2 4.5
Bottom 10 Average 1.9 2.8 33 33 3.3 2.9 3.2
10. Treasury Note Yield, 5-Yr. CONSENSUS 3.1 38 4.2 4.3 4.3 4.0 4.3
Top 10 Average 3.8 4.5 4.9 5.1 5.1 4.7 4.9
Bottom 10 Average 2.6 3.2 3.6 3.5 3.6 3.3 3.6
11. Treasury Note Yield, 10-Yr. CONSENSUS 3.7 4.3 4.6 4.7 4.7 4.4 4.6
Top 10 Average 4.4 5.0 5.4 5.6 5.6 5.2 5.4
Bottom 10 Average 3.2 3.5 3.8 3.8 3.9 3.7 3.9
12. Treasury Bond Yield, 30-Yr. CONSENSUS 4.3 4.8 5.0 5.1 5.2 4.9 5.1
Top 10 Average 5.0 5.6 5.9 6.2 6.2 5.8 6.0
Bottom 10 Average 3.7 4.0 4.2 4.2 4.3 4.1 4.3
13. Corporate Aaa Bond Yield CONSENSUS 5.1 5.6 6.0 6.1 6.1 58 6.1
Top 10 Average 5.8 6.4 6.8 7.0 7.0 6.6 6.8
Bottom 10 Average 4.5 4.8 5.1 5.1 5.2 5.0 54
13. Corporate Baa Bond Yield CONSENSUS 6.0 6.5 6.8 6.9 7.0 6.6 7.0
Top 10 Average 6.7 7.3 7.7 7.9 7.9 7.5 7.7
Bottom 10 Average 5.4 5.6 5.9 5.9 6.0 5.8 6.2
14. State & l.ocal Bonds Yield CONSENSUS 4.9 5.2 5.4 5.4 5.4 5.2 5.3
Top 10 Average 5.5 5.7 6.0 6.1 6.1 59 6.0
Bottom 10 Average 4.3 4.6 4.7 4.7 4.7 4.6 4.7
15. Home Mortgage Rate CONSENSUS 5.2 5.8 6.2 6.3 6.3 6.0 6.2
Top 10 Average 5.9 6.5 7.1 7.2 7.2 6.8 7.0
. Bottom 10 Average 4.6 5.1 5.5 5.5 5.5 5.2 5.3
A. FRB - Major Currency Index CONSENSUS 83.6 83.3 82.7 824 82.1 82.8 82.0
Top 10 Average 86.7 86.7 86.6 86.5 86.6 86.6 86.3
Bottom 10 Average 80.3 79.8 78.5 77.9 77.3 78.7 77.4
---------- Year-Over-Year, % Change---------  Five-Year Averages
2016 2017 2018 2019 2020 2016-2020 2021-2025
B. Real GDP CONSENSUS 2.8 2.8 2.6 2.4 2.4 2.6 2.3
Top 10 Average 3.2 3.1 2.9 2.8 2.7 2.9 2.6
Bottom 10 Average 2.6 2.4 23 1.8 2.0 2.2 2.0
C. GDP Chained Price Index CONSENSUS 2.0 2.2 2.2 2.1 2.1 2.1 2.1
Top 10 Average 2.3 2.7 2.6 2.5 2.4 2.5 2.5
Bottom 10 Average 1.7 1.8 1.8 1.8 1.8 1.8 1.8
D. Consumer Price Index CONSENSUS 2.3 2.5 2.4 2.3 2.3 2.4 2.3
Top 10 Average 2.7 3.1 3.0 2.8 2.7 2.8 2.7
Bottom 10 Average 2.0 2.0 2.0 1.9 1.9 1.9 1.9
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EPCOR Water Arizona Inc.
Derivation of Mean Equity Risk Premium Based on a Study
Using Holding Period Returns of Public Utilities

Over A Rated
Moody's Public Utility
Bonds (1)

Arithmetic Mean Holding Period Returns on
the Standard & Poor's Utility Index 1928-
2014 (2): 10.69 %
Arithmetic Mean Yield on Moody's A Rated
Public Utility Yields 1928-2014 (6.48)
Historical Equity Risk Premium 421 %
Forecasted Equity Risk Premium Based on
PRPM™ (3) 5.51
Average of Historical and PRPM™ Equity
Risk Premium 4.86 %

Based on S&P Public Utility Index monthly total returns and Moody's Public
Utility Bond average monthly yields from 1928-2014.

Holding period returns are calculated based upon income received (dividends
and interest) plus the relative change in the market value of a security over a
one-year holding period.

The Predictive Risk Premium Model (PRPMTM) is applied to the risk premium of
the monthly total returns of the S&P Utility Index and the monthly yields on
Moody's A rated public utility bonds from 1928 - 2014,




EPCOR Water Arizona Inc.

Indicated Common Equity Cost Rate Through Use
of the Traditional Capital Asset Pricing Model (CAPM) and Empirical Capital Asset Pricing Model (ECAPM)
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1 2 3 4 5 6
Value Indicated
Line Traditional ECAPM Common
Proxy Group of Nine Water Adjusted Market Risk Risk-Free CAPM Cost Cost Rate Equity Cost
Companies Beta Premium (1) Rate (2) Rate (3) (4) Rate (5)
American States Water Co. 0.70 7.83 % 3.94 % 942 % 10.01 %
American Water Works Co., Inc. 0.70 7.83 3.94 9.42 10.01
Agua America, Inc. 0.70 7.83 3.94 9.42 10.01
Artesian Resources Corp. 0.55 7.83 3.94 8.25 9.13
California Water Service Group 0.70 7.83 3.94 9.42 10.01
Connecticut Water Service, Inc. 0.65 7.83 3.94 9.03 9.71
Middlesex Water Company 0.70 7.83 3.94 9.42 10.01
SJW Corporation 0.85 7.83 3.94 10.60 10.89
York Water Company 0.65 7.83 3.94 9.03 9.71
Average 0.69 9.33 % 9.94 % 9.64 %
Median 0.70 9.42 % 10.01 % 9.72 %

See page 15 for notes.
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EPCOR Water Arizona Inc.
Development of the Market-Required Rate of Return on Common Equity Using
the Capital Asset Pricing Model for
the Proxy Group of Nine Water Companies

Adjusted to Reflect a Forecasted Risk-Free Rate and Market Return

Notes:

(1) For reasons explained in Ms. Ahern’s accompanying direct testimony, from the 13 weeks ending January 2, 2015, Value
Line Summary & Index, a forecasted 3-5 year total annual market return of 10.24% can be derived by averaging the 13
weeks ending January 2, 2015 forecasted total 3-5 year total appreciation, converting itinto an annual market appreciation
and adding the Value Line average forecasted annual dividend yield.

The 3-5 year average total market appreciation of 37% produces a four-year average annual return of 8.19% ((1.37%%) -
1). When the average annual forecasted dividend yield of 2.05% is added, a total average market return of 10.24% (2.05%
+ 8.19%) is derived.

The 13 weeks ending January 2, 2015 forecasted total market return of 10.24% minus the risk-free rate of 3.94%
(developed in Note 2) is 6.30% (10.24% - 3.94%).

The Predictive Risk Premium Model (PRPM™) market equity risk premium of 10.41% is derived by applying the PRPM™ to
the monthly equity risk premium of large company common stocks over the income return on long-term U.S. Government
Securities from January 1926 through November 2014.

The Morningstar, inc. {Ibbotson Associates) calculated arithmetic mean monthly market equity risk premium of 6.79% for
the period 1926-2013 results from a total market return of 12.05% less the arithmetic mean income return on long-term
U.S. Government Securities of 5.26% (12.05% - 5.26% = 6.79%).

The average of these three expectational risk premiums result in a 7.83% average market equity risk premium, which is
then multiplied by the beta in column 1 of page 14 of this Schedule. (7.83% = (6.30% + 10.41% + 6.79%)/3).

2) Forreasons explained in Ms. Ahern’s direct testimony, the risk-free rate that Ms. Ahern relies upon for her CAPM analysis
is the average forecast of 30-year Treasury Note yields per the consensus of nearly 50 economists reported in the Blue
Chip Financial Forecasts dated January 1, 2015 and December 1, 2014 (see pages 11 & 12 of this Schedule).The
estimates are detailed below:

30-Year
Treasury Note Yield
First Quarter 2015 3.10%
Second Quarter 2015 3.30%
Third Quarter 2015 3.50%
Fourth Quarter 2015 3.70%
First Quarter 2016 3.90%
Second Quarter 2016 4.00%
2016 — 2020 4.90%
2021 - 2025 5.10%
Average 3.94%
(3) The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula:
Rs =Rr + B (Rv- Rf)
Where Rs = Return rate of common stock
Rr = Risk Free Rate
B =Value Line Adjusted Beta
Ru = Return on the market as a whole
4) The empirical CAPM is applied using the following formula:
Rs=Rr+.25(Ru -Re }+.75B8(Ru -Rr)
Where Rs = Return rate of common stock
Rr = Risk-Free Rate
B =Value Line Adjusted Beta
Rwm = Return on the market as a whole
Source of Information: Value Line Summary & Index

Blue Chip Financial Forecasts, December 1, 2014 and January 1, 2015

Value Line Investment Survey, (Standard Edition)
Ibbotson® SBBI® 2014 Classic Yearbook — Market Results for Stocks, Bonds, Bills and Inflation, Morningstar, inc.,

2014, Chicago, IL
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561| €45, 608] 653 689! 69%) 681 F03] 788 875 921| 974 1071 1142 1242] 1219 1250 173.35 |Revenues persh 15,05
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186 2T TR TR | T L8| IET| 2T TS5 145 | 223 | 208 2421 243 07| 2821 405 240 |Cap't Spending per sh 40
S740 581 637 661; 7021 698 & 786 832 BI7{ BO7| 9707 10431 1084 | 1180 1272 1315 13.05 |Book Value persh 15.25
7687 | 2687 0.4 | 90041 30361 3047 3350 | 4360 | 94.40 | 9446 | 3460 | 27.06 | 9726 | 3770 | 3853 | 38.72| 3800 | 37.50 |Common Shs Outstg © | 37,50
557 171 1887 67| 183 S8 232] 219 21TV 0] 26 A2y By B4 W3 772 e Avg Ann'| PIE Ratio a4
8 871 103 861 100 182 123 w47 150 127) 136} 141 100 87 Bl 9 108 Relative PIE Ratio 1.30
50% ) 42% | 42% | 39% | 36% | 3.5% | 36% | 31% | 25% | 25% | 29% | 29% | 30% | 32% | 31%| 27%| 28% Avg Ann'f Div'd Yisld 27%
CAPITAL STRUCTURE as of 9/30/14 2280 23621 2686 3014 3187 | 3610 | 3989 | 4193 | 4669 4721 475 500 |Revenues ($mil) 565
Total Debt $317.1 mifl. Due in 5 Yrs $7.6 mill 165] 2251 2311 2801 2681 2951 4141 420 541 627! §60| 57.0 {NetProfit{$mill) 750
E;_TT‘?;:‘fa‘g?n 7t & ntarest $220 M. ["57 4% | 4T0% | 40.5% | 426% | 8% | 0% [ 432% | 41.7% | S09% | 363 | J88% | 39.0% income TaxRate 0%
coverage 5] (38% of Gap) |l - | 122% | 85% | 6% | 32% | 68% | 20% | 26% | 6% | 5% | 20% AFUDCY%toNetProfit | 20%
Leases, Uncap[taﬂzed: Annual rentals $2.2 mill, 477% | 50.4% | 48.6% | 46:9% | 46.2% | 45.9% | 44.3% | 4D4% | 422% | 39.8% | 40.0% | 41.0% LDHQ'TQ"“ Debt Ratio 42.0%
Pension Assets-12/13 $127.5 mill 52.3% | 49.6% | 514% | 534% | 538% | 54.1% | 56.7% | 54.6% | 57.8% | 60.2% | 60.0% | 59.0% |CommonEquityRatlo | 58.0%
Oblig. $152.7 mill. 4804 1 6325 5516 5694 | S770 | 6650 | 6774 | 7491 | 7870 B184 830 { 870 | Total Gapital {$mill) 580
Pld Stock None, 6642 | 7182 | 7508 | 7764 | 8253 | 8664 | 8550 | 6965 | G178 98151 1000 1040 |Net Plant (Smil) 1160
Gormon Stock 38,400,038 shs. 52% | 54% | 60% | 6.7% | 64% | 5% | 76% | 1% | 83% | 89% | 0% | 85% [Retunon Total Capl | 85%
as of 10i31114 66% | 85% | B1i% | 93% | 86% | 82% | 11.0% [103% | 11.8% | 127% | 11.5% | 120% |Retum on Shr. Equity 12:5%
66% | 85% | 81%  93% | 86% | 82% | 11.0% 1103% | 11.9% | 12.7% | 11.5% | 120% Retumon Com Equity | 12.5%
MARKET CAP: §1.4 billion (Mid Cap) 10% | 28% | 27% | 39% | 9% | 32% | 58% | 53% | 66% | 58% | 55% | 50% |Retainedto ComEq 5.5%
CURREP{T POSITION 2012 2013 93014 | B4% | 67% | 67% | 58% | 64% | 61% | 47% | 49% | 45% | 47% | 359% | 56% |All Dividsto Net Prof 58%
Cash Assets 2385 382 57,0 | BUSINESS: American States Water Co. operates as a hoiding  ers in the clty of Big Bear Lake and in areas of S8an Bernardine
Other 1605 1534  128.7 | company. Through fls principal .subsidiary, Golden State Water County. Sold Chiaparral City Water of Arizona {6/11), Has 728 em-
Current Assets 1840 T1918 1866 | Company, it supplies water to more than 250,000 customers in 75  ployess. Officers & directors own 2.9% of common stock (412
gz%t‘s&yabte 4g-g 48-% 42-; communities in 10 counties. Setvice areas include the ‘greater Proxy), Chairman: Lioyd Ross. President & CEO: Robert J.
Other 498 448 846 matropolitan areas of Los Angeles and Qrange Counties, The.com-  Sprowls. In¢: CA. Addr: 630 East Foothill Boulevard, San Dimas,
Cutrent Liab. 9357 7000 % | pany also provides electic utility services to nearly 23,250 custom-  CA 91773 Tek 809-384-3600. internet: www.aswatsr.com.
Fix. Chg. Cov. 488% _531% 533% | Shares of American States Water have return on equity. States regulate the up-
ANNUAL RATES Past  Past Estd'11/13| surged since our October report. The per Hmit as to what utilities are allowed to
oRfchange(parsh) er%.o/ Sgrg% l0276’;,9 price of the stock has increased 21%, well earn on the common equity dedicated to
Caeh Eow 33 gsw og% | above the 4% gain posted by the market the water business. {Please note the cal-
Eamings 90% 13.0% 65% | averages. The entire water sector has done culations on our page can vary significant-
gw:de\r;ds 4.0% Gg:k 1%22} well, but American States’ performance ly from how regulators arrive at their
ook Value 55% & 2% .} has been especially strong. This is unusual numbers.) Hence, we estimate that Amer-
Cal- | QUARTERLYREVENUES ($mill} | ruti | because water utilities are generally con- ican States’ share net declined 6% in 2014,
endar |Mar31 Jun. 30 Sep. 30 Dec: 31! Year | sidered to be low-Beta, defensive equities. to $1.50, because 2013's results were aided
201 | 943 1098 1199 953 | 4193 One possibility for American States’ stock by a one-time recovery of certain expenses.
2012 11076 1143 1335 1115 | 4668 movement could be that investors are will- In 2015, we expect earnings per :Eare to
2013 11106 1207 1309 1099 | 4724] ing to pay a large premium for higher- recover and rise 6%, to $1.60.
W4 1019 1156 1383 1192 | 475 | yielding stocks with good dividend growth Nonregulated operations could well
215 | 110 125 145 120 | 500 prospects. Another is that the company be a swing factor in the company’s
Cal- EARNINGS PER SHARE A Full | repurchased more of its own shares on the earnings. American States provides water
endar | Mar31 Jun. 30 Sep. 30 Dec.31! Year | open market (at a very high price). services to nine domestic military bases.
11 19 34 4 97 1 1421 The attractiveness of the stock has Profits from this segment can be uneven,
M2 1 27 40 49 26 | 141| been greatly reduced. Despite American but they carry higher margins than the
w31 B 48 5 30} 161 Srates being one of the best run water util- regulated waler business. We estimate
011 28 38 5 28 150} s in the country, with very favorable that this endeavor accounts for almost
2016 | 30 A5 .55 .30 | 1.60 long-term dividend growth prospects, our 20% of the utility’s total earnings, With an
Cal- | QUARTERLYDIVIDENDSPAD®w | Fuii | concern is with the valuation of the equity. estimated 50 to 70 bases expected to pri-
endar |Mar31 Jund0 Sepd0 Dec31) Year | True, these shares are ranked to perform vatize thelr water operations in the next
013 M4 4 M 581 in line with the market in the year ahead. few years, the company may pick up an-
o2 1 4 4 s 175 84| However, total return potential through other 15 to 20. This would make our long-
2013 | 4775 ATIS 2026 2025 76 2017-2019 is now below average. term earnings estimates somewhat conser-
2014 | 2025 2025 213 213 | .83 Meanwhile, the company’s earnings vative.
2015 may be restrained by its current high James A. Flood January 16, 2015
(A) Primary eamin%s, Excludes nonrecurting | add due fo rounding. o {C} In millions, adjusted for spilts. Company’s Financial Strength A
aingiiosses). ‘04, 7¢; ‘05, 13¢; ‘06, 3¢; ‘08, | {B) Dividends historicafly paid in early March, Stock’s Price Stabllity a5
?14¢): 110, (23¢) "t1, 10¢. Next earnings report | June, September, and December. » Div'd rein- Price Growth Persistence 65
dus mid February. Quarterly earnings may not | vestment plan avallable,
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- . - .- E 851 d47| 287 280 386 373 | 427 436 465| 510 [“CashFlow" persh 5.80
. - - - “- 4971 d2t4§ 1i0) 125| 153 472 21| 206] 230 260|Eamingspersh A 3.05
- - - - - - - -~ A0 82 86 El 1.2 B4 12 1.33 | Divid Decl'd per sh Ba 1.55
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. - - - e - - | 2386 2839 ! 2564 | 22911 2350 | 2411 | 2511 | 2652 | 27.60| 725.00 |Book Valug porsh P 3455
- - - - - - TTTTB0.00 | 160.00 | 160.00 | 174.63 | 175.00 | 175,66 | 176,99 | 178.25 | 179.50 | 181.00 Common Shs Qutst’g ©| 730.00
- - e e - .- - 188 156 146 168 167 18] 8 HAvg Ann'i PIE Ratio 200
. B . « - - - .- 1141 104 831 105 1087 112| 108 Relative P/E Ratlo 125
. - . - .- - - . »- Seb 18% ) A% | 38% | 39% | 34% | 20% | 25% Avg Ann'l Div'd Yield 25%
CAPITAL STRUCTURE as of 8/30/14 - <+ | 20938 | 2214,2 1 23369 | 2440.7 | 27107 | 2666.2 | 26768 | 29019 | 3039 | 3200 |Revenues {$mili) 3900
Total Debt §5910.2 mit. Due in 5 Yrs $1034.0 mi, v - 11558 1 d3423 | 187.2 | 2089 2678 1 3049 | 3743 | 3693 410 476 |Not Profit ($mill) 580
LT Dobt §5540.8 mil. LT Interest $278.0mil. : T T A% | 39% | 404% | 395% | 40.7% | 30.1% | 99.5% | 38.5% fincoma Tax Rate 5%
(Totel interest coverage: 3.0x)  (63% of Gap') . N R RS s B A ol e | s1% | 28% | 5.0% |AFUDC % toNetProfit | 6.0%
L.eases, Uncapitalized: Annual rentals $15.9 mill, - -1 56,1% | 50.9% | 53.4% | 56.9% | 56.8% | 55.7% | 53.9% | 524% | 53.5% | 63.5% Long-Term Debt Ratio §5.0%
Pension Assets 12/13 $1383.8 mil <] 439% | 49.1% | 46.9% | 43.1% | 43.2% 1 44.2% | 46.1% | 47.6% | 46.5% | 46.5% |Common Equity Ratle | 45.0%
Obllg, 311494.1mill, < - 186928 | 92457 | 8750.2 | 9289.0 | 95613 | 9580.3 | 9635.5 | 9940.7 | 10600 | 11330 | Totaf Capital {$mill} 13300
Piid Stock $16.0mil.  Pfd Div'd $.7 mil ol <o | 87205 | 93180 | 99918 | 10524 | 11050 | 1021 | 11739 | 12391 | 12000 | 13450 |Net Plant ($mil) 15000
« <o NMF| NMF| 37% | 38% | 44% | 48% | 54% | 51% | 50% | 55% |RetumonTotal Cap'l 6.0%
Gommon Stock 175,306,045 sh. TTTTIITNME | NME | 46% | 52% | 65% | T2% | 8A% | 78% | 85% | 9.0% RetumonShr Equity | 0.0%
- | NMF! NMF| 46% | 52% | 65% | 72% | 84% | 78% | 85% | 8.0% Returnon Com Equity 5.0%
MARKET CAP: $0.5 biilion {Large Cap) . -1 ONMF{ ONMF| 30% | 18% | 28% | 35% | 36% | 47% | 40% | 45% iRetainedto ComEq 4.5%
CUR&E}E&TPOSWION 2012 2013 8/30/14 .- . - wo| W% | 68% ( 56% | 52% | 57% | 40% | 53% | 51% Al Dividsto Net Prof 51%
Cas(h Assots 244 27.0 741 | BUSINESS: American Water Works Company, Inc. is fhe Jargest New Jersey is its largest market accounting for 24.8% of ravenues.
Other 4750 5233 6829 | investor-ownoed water and waslewater ulilty In the U.S., providing Has roughly 6,600 employees. Depraciation rate, 3.1% in {3,
Current Assets 4994 5503 T7B7.0 | services to-over 14 mifion people In over 40 states and Canada, BlackRock, Inc., owns 10.5% of shares outstanding. Officers &
Accls Payable 2798 2641 2807 | (Regulated presence in 16 states.) Nonregulated business assists  directors own 2.8%. (3114 Proxy). Pres. & CEQ; Susan Story.
83?;?“9 gggg gggg ?égg municipalities and military bases with the maintenance and upkesp  Chairman; George Mackenzie. Addr.: 1025 Laure! Oak Road, Voor-
Current Liab. “5658 0358 as well. Regulated operations made up 89% of 2013 revenues. hees, NJ 08043, Tel.: 856-346-8200. Infernel. www.amwater.com.
Fix, Chg, Cov, 297% 307% _305% | American Water Works probably just run systems. As vast sums of money are
ANNUAL RATES Past  Past Estd’11713] wrapped up a successful 2014. Man- required to finance the modernization of
ofchange(persh) #0¥rs,  S¥s. 118 | agement estimates that full-year earnings an aging water infrastructure, more
Revenuss . R+ 4 {)er share will come in at $2.30-$2,35. Fol- cash-strapped local authorities are willing
Earnings . UL 75y | lowing last year's slight dip in the bottom to sell their systems to bigger well-
Dividends .- -~ 80% | line, this represents a nice recovery, espe- ecapitalized utilities. And, while most pur-
Book Vatue 5% 55% | cially considering that the utility lost chases aren’t that large, consummating
Cal- | QUARTERLYREVEMUES(Emild | run | $0.05 a share duc to wet weather, and about 30 mergers a year, adds up in the
endar |Mar31 Jun. 30 Sep. 30 Dec.31] Year | took a $0.04-a-share hit as a result of a long term.
201 | 5967 6688 7680.9 6398 26662 chemical spill In West Virginia. Shares of American Water Works have
2012 | 6185 7456 8318 6810} 26769 The year ahead should be even better. been performing well, Since our Octo-
2013 | 6361 7243 822 71231 29019 Share earnings are expected to reach ber report, the price of the water utility’s
2014 | 6819 7502 8462 7427|3030 | $2.60, a strong 13% increase over last stock has risen over 10%, compared to an
W5 | Tes 810 890 795 | 3200 year. A decenit portion of the higher re- increase of about 4% for the broader mar-
cal- EARNINGS PER SHARE Full | turns will be a result of American Water’s ket. Making this showing even more im-
endar_|Mar31 Jun. 30 Sep. 30 Dec.31| Year| continuing drive to improve its operating pressive is that water utilities are usually
201 | 23 4 73 M | 172| margins through cost cutting and cost sav- considered defensive plays. Overall, the
2012 28 86 & 301 2411 ings from acquisitions. Indeed, the compa- stock price soared 31% in 2014, or about
a3 B2 & 8 3 20| ny's expense margin has declined from twice that of the market average.
a1 38 61 87 M) 230) 479 in 2013 to an estimated 38% last We think that these shares may take a
w5 | 45 J0 100 45 | 260 year. Moreover, we are expecting a 1.5% breather. Despite our favorable outloock
Cal- | QUARTERLYDVIDENDSPAID®= | Fuy | improvement in this ratio in both 2015 for the company, the Timeliness rank of
endar |Mar31 Jun30 Sep.30 Dec3i| Year | and 2016, which should lower the rate to the stock has been lowered one notch to a
1 | 2 23 23 N 911 35% by 2017. 3 (Average). Moreover, the positive outlook
2 2 2325 50 | 1211 Acquisitions will remain an important appears to be fully priced into the equity
03 | - 28 28 28 8| part of American Water's long-term as its prospects through 2017-2019 are
014 ) 28 M 3 31} 121 plan. The water utility industry in the now subpar.
ws .S. consists mostly of small municipally- James A. Flood January 16, 2015
{A) Diluted earnings, Excludes nonracurring | Feb. Quarterly eamings may not sum due to | quarter of 2012, {C} In milions. (D} Includesin- | Company’s Financial Strength B+
fosses: ‘08, $4.62; '09; $2.63; '11, $0.07. Dis- | rounding. (8) Dlvidends paid in March, June, | tangibles. In 2013: $1.21 blllion, $6.78/share. | Stoek’s Prics Stabliity 100
confinued operaticns: ‘06, (4¢); 11, 3¢; '12, | September, and Dacember, ® Div. reinvest- | () Pro forma numbers for '06 & '07. Price Growth Persistence 75
{10¢); '14, 3¢. Next sarnings report due early | ment avaflable. Two payments made in 4!
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RECENT PE Tralling: 22.5 )| RELATIVE VD 9,
AQUA AMERICA wyse.m e 26,35 R 21.3 Gt 2 ) Fekkre 11810 2.6%
THEUNESS 3 sty | G| 34 18] 24 28] 2l Te) 120 b4l 18] A8 L) 52 Targot Price Range
SAFEWY 2 piscaapo2 | LEGENDS
3 - },f,ga’g?,”‘f,ﬁg}’; fgg(e &
TECHNICAL 3 Rasedromiie |~ oo oy et 5fot4 1
BETA .70 {1.00 = Marke} or-4-5pit 12/03 e ¥ 40
ddor3 spit 12005 T
g NS Sford spit 8A3 — serrrdreree -3
Price  Gein Angelll‘l?t? ! “39&‘?59 Inticatos recession :qﬂm‘_:m" ) pititbuspun e gg
S50 0, o ———————. o y m‘|' #
{.“0 A gg 2*’?%‘{/,3 1;{’2 e L I il i 16
Insider Decisions o m‘“ﬁﬁ: I 12
FRMAM I JASOL oyt q
By 000000000
Opons 3 202107100 . e L6
WSl 1 4 18 112 1 2 sy L LT ey % TOT. RETURN 12114
Institutional Declslons e R T T THIS  VLARIH:
o0l 2 M| porcent 15 TS b b P ST0CK  WDEX |
to Bl 130 127 139 shares 10 i B { fyn 184 8g [
ms,"ﬁ 145 133 126 | traded 5 - e 3yr 835 7
Hidsltee) 82758 61999 80311 Syr. 1185 1073
1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 12009 12010 | 2011 {2012 1 2013 12014 1 2018 | SVALUELINEPUB. [LCI17419
1671 1931 1871 296} 228} 238, 278) 308 323 361 37t 393 4201 410| 432 432 450] 475 |Revenuespersh 5.65
49 58 81 69 78 T 87 87 110 14| 128 142] 145 151 182 180 205 |"CashFlow" persh 290
32 ki 3 41 43 AB 51 B 56 57 58 82 72 83 8] 146} 120 130 Earnings persh A 1.55
20 22 23 ) 28 28 2 32 35 38 Rl A4 A7 50 54 58 83 .69 | Div'd Decl'd pes sh Ba 90
BRI WA B A6 125 VAT | 164 143 | 18| 186 | 188 | 190 | 1881173 | 175|195 [Cap Spending por sh 798
257| 2741 3087 332 349 427 471| 504 557 585| 626 650 | 68| 12 790) 863| B85) 905 BookValue persh 11.00
9025 133.50 | 139.78 | 14247 | 14149 | 154.31 1 15897 | 16121 ] 16541 166,75 | 16921 | 170,81 [ 17246 | 173:60 | 17543 | 177.93 | 176.50 | 175.00 | Common Shs Outst'y | 170.00
25 We] W] 6] B 245 B NG| M| 20| W97 By AT AIT A8 A2] W& Avg Ann'l P/E Ratlo Hs
4P 2] 18] 2 1281 1400 133 169 187} 170) 150( 1540 134| 134 1391 1191 108 Retative PIE Ratio 135
20% | 30%{ 33%| 25% | 25% | 25% | 23% | 18% | 8% 1 21% | 28% | 3% | 34% | 28% | 28%, 24% | 25% Avg Anvi Div'd Yield 26%
CAPITAL STRUCTURE as of 9/30/14 4420 | 4968 | 5335 | 6025 6270 | 6708 7261 | 720 7878 7688 790 835 | Revenues {$milf) 960
Total Debt $1653.6 mill. Due fn § Yrs §324.6 mil 8001 9121 9201 950 979 | 1044 | 1240 | 1448 | 1531 2050 a5 230 | Not Profit ($mith 265
T terast 0. Ml ) | 4% | 98.4% | 306% | 0% | 7% | 304% | 30.2% | 320% | 30.0% | 100% | 15.0% | 280% [Income Tax Rale 0%
(Totalintorost covarage: 39x)  (#9% ofCapl) | — | " | ) o a0 | 1A% | 20% | 20% AFUDC%toNetProft | 20%
Pension Assots-12/13 $232.4 mift, 50.0% | 520% | 51.6% | 554% | 64.1% | 556% | 56.6% | 527% | 52.7% | 48.9% | 51.0% | 51.0% |Long-TermDebtRatle | 52.0%
Oblig. $261.2 mit. | 50.0% | 48.0% | 484% | 44.8% | 459% | 44.4% | 434% [ 47.3% | 47.3% | 51.1% | 48.0% | 45.0% |Common Equity Ratic | 46.0%
Pfd Stock None 1497.3 | 16904 | 19044 | 2191.4 | 23066 | 24055 [ 27062 | 2646.8 | 2029.7 | 30036 | 3200 3325 |Total Capital {Smill) 3950
Gomman Stock 176,633,848 sharcs 20698 | 22800 | 25060 | 27928 | 20974 | 3097.3 1’34603 | 36129 | 39362 | 4167.3 | 4360 | 4400 |Net Plant {$mil) 5000
’ 67% ! 69% | 64% | 59% | 57% | 56% | 59% | 69% | 6.6%| 80% | 85% | 9.0% |Returnon Total Cap/l 8.5%
MARKET CAP: $4.7 bilion {Mid Cap) 10.7% ] 112% | 100% | 97% | 93% | 94% | 108% | 116% | 11.0% | 134% | 13.5% | 14.5% |Returnon Shr. Equity 14.0%
10:7% | 11.2% 1 10.0% | 97% | 9.3% | 84% 110.6% | 116% | 11.0% | 134% | 13.5% 1 14.5% iReturn on Com Equity | 14.0%
CURRENTPOSITION 2042 2013 /30014 46% ; 49% [ 37% | 32% | 28% | 27% | 37% | 46% | 4.3% ] 67% | 65% 7.0% Retainedto ComEy 6.0%
o) 55 54 agl 5| 6% | 6% | BT | 70% | 7% | 65% | 60% | O61% | 50% | 83%| 53% |ANDivdstoNet Prot 58%
Receivables 929 954  105.7 | BUSINESS: Aqua America, Inc, is the holding company for water & other, 23.9%. Officers and directors own 8% of tha common
g:‘\;%nrtory (AvgCst) 1;3-9 gg‘g ggg and wastawater utiiies that serve approximately three million resi:  stock; Vangurad Group, 6.6%; Stafe Street Capital Corp., 6.3%;
Currert Assefs ~350°8 —ﬁﬁ 207:5 dents in Pennsyxvaniaf Ohio, North Caroling, Winols, Texas, New Blackropk, Inc, 6.1% (4116 Proxy). Chairman & Chief Executive Of
Acgts Payable 555 5.8 48.9 Jersey, Florida, Indiana, and five other states. Acquired ficer: Nicholas DeBenedictis. incorporated: Pennsylvqnia, Address:
Debt Due 1254 1230 93,6 | AquaS , 103, C Water, 4/99; and others. Water sup- 762 West Lancaster Avenus, Bryn Mawr, Pennsylvania 19010, Tel
Other 93.3 78.1 929 | ply ravenues '13: residential, 60.3%; commercial, 16:8%; industrial  ephone: 610-525-1400. Intemet: www aquaamerica.com,
f(:;i!;"?;:&‘ggb. ﬁ;.,: 55?;2 3253«52 Aqua America should record solid riod, the utility’s annual payout will likely
AN;N ALRAES Poi Ponr Bea 1o earnings in 2015. The company probably be hiked 9% annually, a level well above
ochangafpersh) 10V, SVs, toqriyg | Posted decent results in 2014 as we think that of its peers.
Revenues 85% 40% 50% | earnings per share rose 3.4%, to $1.20. Nonregulated operations will proba-
“Cash Flow" 80%  B0% 10.5% | This figure is much better than it appears, bly be affected by declining oil prices.
Earninge 85% 110% 83% | as 2013 was an outstanding year and com- Exploring for oll and gas domestically re-
Book Value 80% BO0%  55% gariscms witl:nit are ve‘;‘y di( iculth F;.lxelﬁd quirelsl large quzntltieshof v(v{atﬁr, which a};;e
y -an expanding rate base (on which the wusually shipped to the drilling site
agg:r Mﬁgﬁkrﬁk&?\@ggﬁ“32231 ;;‘a"r utility earns a return), we expect share net trucks. This is an expensive anﬁ cumbex§f
31 11636 1783 1973 1757 | 7iag]| Lo Increase a healthy 8%, to $1.30 a share some process. Aqua has simplified the pro-
012 11640 1917 2946 1875 | 7578 this year. cedure by extending water pipelines right
2013 11800 1957 2043 1886 | 7686 | Acquisitions will continue to remain a  to the rigs. Energy producers are willing to
214 11807 1953 2105 2015 | 790 | key part of Aqua’s strategy. The U.S, pay high fees for such a service. However,
2045 1195 210 220 210 | 835 | water market consists of over 50,000 with oil prices having declined b{ about
ot EARNINGS PER SHARE A Fol muni‘cipally-run districts, many of which 50% since last summer, energy exploration
ondar |Mar31 Jun30 Sepd0 Dec3t] Year | 2YC financially strapped and don’t have the could fall substantially if crude prices do
TR T R R TR T w] required funds to upgrade their anti- not recover,
Mz 5 M w19 & quated water infrastructure. Some are Income-oriented investors will find
W3l 2 w36 26 | 115) wiling to sell themselves te a well- much to like about these shares. True,
044 | 24 31 98 .27 | 10l capitalized utility. Since there are many the stock’s yield is lower than the industry
205 | 7 32 40 .31 | 130] redundancies in the business, Aqua is able average, However, buyers typically have to
Cal- | QUARTERLY DIVIDENDS PAD ®» | Fail to integrate pux‘ghases and improve profit- sacrifice more current income to obtain a
ondar |Mar31 JunJd0 Sep30 Dect| Yoar ability by reducing costs, An estimated 20 water utility with such robust dividend
W0 | A2 A A A% % acquisitions were made last year, and we growth prospects. Indeed, the equity’s cap-
W2 | 1w 132 12 A4 54 think‘ that will represent the low end of ital appreciation and total return potential
M3 | 1 4 B s 58| Aqua’s long-term merger activity. through 2017-2019 are much higher than
o | s 12 165 s | g3 ) Plvidend growth prospects are excel- others in the group.
2015 lent. Over the next three- to five-year pe- James A. Flood January 16, 2015

(A) Diluted egs. Excl, nonrec. gaihs (losses).
99, (9¢); 00, 2¢, '01, 2¢; 02, 4¢; °03, 3¢ "2,
18¢. Excl. gain from disc. opersations: 12, 7¢;
'13, 9¢. May not sum due fo rounding. Next
& 2015 Value Line Publishing LLC. A# righls reServed, Factual
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RECENT 22 19 TRAILING 22 4 RELATNE 1 1 5 oV 3 9(y
ARTESIAN RES. CORP. noouerw et pewo 22.4 o 115y 3.9%
7 RANKS 22.33 20.67 1931 | 1873 19.59 18.99 24.43 24.27
17.80 18.26 13.00 [ 12.81 16.43 15.16 18.20 21.62
PERFORMANCE 1 signost  |[™ LEomNs | JTTTTEN: SUEVEITRSHS SN 5
Technical 3 Average 3_10"2’12:)“;% 631'8"@1 1
SAFETY 3 Average Shedad at:an nclatys ymcession
8
BETA 55 (1.00 = Market) ¥ “-.,..._
2%aety 5
i ;
Financldl Strength B L. - 3
Price Stability %0 . 2
Price Growth Persistonce 40
Eamings Predictabilty 85 ettt vdof.s
il TR T {thous.)
€ YALUE LINE PUBLISHING LLC 2006 2007 2012 2013 2014 2016/2018
SALES PER SH 7.77 7.20 8.10 7.82 -
“CASH FLOW" PER SH 1.78 1.87 2.04 1.87
EARNINGS PER SH 97 .90 1.13 84 1.0078 1.19%/NA
DIV'DS DECL'D PER SH 61 £6 .79 82 -
CAP’L SPENDING PER SH 5.08 3.68 2.38 2.40 B
BOOK VALUE PER SH 10.15 11,86 13,57 13.80 -
COMMON SHS QUTST'G {MILL) 6.09 7.30 8.71 8.83 -
AVG ANN'L PIE RATIO 20.3 218 18.3 239 22.2 18.6/NA
RELATIVE PIE RATIO 1.10 1.14 1.47 1.34 -
AVG ANN'L DIV'D YIELD 3.1% 3.4% 3.8% 3.7% -
SALES (SMILL) 47.3 52.5 . R . 70.6 69.1 B Bold figures
OPERATING MARGIN 45.6% 45.8% 45 1% 46.9% 46.5% 45.5% 48,7% 47.0% e are consensus
DEPRECIATION {$MILL) 4.8 5.2 58 6.6 70 7.4 7.9 8.3 - sarnings
NET PROFIT [$MILL) 6.1 8.3 6.4 7.3 7.8 6.7 9.8 8.3 - i
INCOME TAX RATE 39.0% 39.8% 40.8% 40.1% 40.0% 40.8% 40.2% 40.2% - and; using the
NET PROFIT MARGIN 12.8% 11.9% 11.4% 11.9% 11.7% 10.4% 14.0% 12,0% == recent prices,
WORKING CAP'L ($MILL) ds.8 2.5 d20.9 d23.3 d27.9 di1.4 di1.4 d12.3 - P/E ratios.
LONG-TERM DEBT (SMILL) 92.1 21.8 107.6 106.0 105.1 108.5 108.3 1058 -
SHR. EQUITY (SMILL) 61.8 86.1 87.8 91.2 95.1 113.0 118.2 121.8 -
RETURN ON TOTAL CAP'L 5.8% 5.3% 4.7% 5.2% 5:6% 4.6% 5.9% 5.1% -
RETURN ON SHR. EQUITY 9.8% 7.4% 7.3% 8.0% 8.0% 6.0% 8.3% 6.8% -
RETAINED TO COMEQ 3.8% 2.1% 1.4% 2.4% 2.0% 5% 2.5% 9% -
ALL DIVDS TO NET PROF 61% 71% 81% 74% 75% 92% 70% 87% -
ANo. of analysts chianging eam. est. in last 2 days. 0 up, 0 dawn, 5-ysar growth nol-avaflabl
ANNUAL RATES ASSETS ($mill) a2 2m3
of changs {per shars) §Yrs. 1Yr | Cash Assets 5 4 §
Sales 10% -35% | Recelyables 87 8.1 85 | BUSINESS: Artesian Resources Corporation, through its
Eg‘r’:;;;"w fg:'z _;g:g{; 'Oﬂ:hznrww ;‘g ;g ;g subsidiaries, provides water, wastewater, and other services
Dividends 3.5% 40% | oot Assots '1-5—5 —1—3-5 y 4'2 on the Delmarva Peninsula. It distributes and sells water to
Book Value 4.0% 1.5% ’ ) ' residential, commercial, industrial, munieipal, and utility
Fisoal | QUARTERLY SALES (milly | Faif | Properly, Plant customers in Delaware, Maryland, anq Pennsylvania, The
Year | 10 20 3G 4Q |vear| & Eduip, atcost 4544 4729 -- | company also offers water for public and private fire
R 18T e 1o 170 Tms Q‘;f‘;,'?ogzg;“'a“"” 3%‘2 3331? a9s2 | Protection to customers in its service territories. In addition,
103M3 163 178 181 169 1894 | Other 16 _74 __16 | it provides contract water and wastewater services, water
1213114] 168 178 198 Total Assels 3017 4038 4170 | and sewer service line protection plans, and wastewater
12131115 management services, as well as design, construction, and
Fieoa) EARNINGS PER SHARE | Ful k‘gﬁ“;g;ggé‘"‘"‘-) 5 4t 4g | cngineering services. As of November 5, 2014, the company
Year | 1Q 20 3Q 40 [Yesr| panipue 126 122 163 | served approximately 300,000 customers through 1,182
193111 44 23 26 .20 | .ga | Other _88 93 _ 140 | miles of water mains. Artesian supplies over 7.3 billion
19031142| 28 2 a3 20 (143 Current Liab 249 25,8 342 | gallons of water per year through 1,182 miles of water main
233 20 28 02 7 14 to about 300,000 people. Has 237 employees, Chairman,
T2l 23 2 81 2 C.E.O. & President: Dian C, Taylor. Address: 664 Church-
12131115 Lﬂgf;{gg'glgﬁm AND EQUITY mans Rd., Newark, DE 19702, Tel.: (302) 453-6900. Inter-
Cal- | QUARTERLY DIVIDENDS.PAID | Fuit net: hitp://www.artesianwater.com.
endar | 1@ 20 3G 4Q |Year Tota gm ggz; & i Due In § Yrs. NA
il b3 T
A L -
2014 1208 212 212 216 | BB | |egses, Uncapitalized Annual rentals NA
2015 January 16, 2015
Pension Liability $.3 mil, in 13 vs. §4 mill in "12
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
a4 2014 3114 | Pid Stock None Pfd Div'd Pald None Dividends plus appreciallon as of 12/31/2014
:Z :gh’ gg gg gg Common Stock 8,900,365 shares 4% of Ca' 3 Mos. 8 Mos. 1Yr 3Yrs, 5 ¥Yrs.
Hid's{000) 3092 3132 2068 {64% of Cap'y 13.27% 2:48% 2.36% 34.45% 5007%
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RECENT PiE Tralling: 22.5 Y| RELATIVE DV'D 0

CAUFORN'A WAWER NYSE.cwr PRIGE 24-08 RATIO 20.1 (Medlan: 200 /1 PIE RATIO 1.11 ib 2.8 A)

- igh: ] . : ; } . ) ) 9371 234 284 i
meuness 3 wessmne | POV 137) 98] M) B9 BT BE| | W8] B7| 83 4| B3 Target Prise Ronge
SAFETY 3 Lowcodoi7 | LEGENDS

2 s | BB .
TECHMCAL 2 Rabeniens | ditea by el oo "
BETA 70 (100 = Marke) 24051 et 61 o M
01749 P 1] O aned e indcates secession [ULAR SRS Su— - I A Y PP e
Anp'l Total === - R I PO 2%
Price  Gain  Retum Tk g e @

High 35 (+45%) 71% I LM 1) TLLA AT AT T TN O OIS S £
Low 25 (+5%) 4% N T o
insider Decisions St 12

FMAMJIASO 8
©By 00000 00D 0wy
010000100, A o L6

oWl 000100000 i e . % TOT. RETURN 12114

institutional Decisions " "“m"'.,..-""'-.w- Jus  wdmm:
ot p02M4 300 Q

toB 84 §7 53 Z?;?’;S‘ }g { L e ;y; 431 i

bosel B oD gses | traded 6 - =150 50 073

Hid's(000) 28389. 30279 20552 i bl !

1998 | 1999 ] 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2609 | 2010 | 2011 2012 [2013 2014 | 2015 | SVALUELNEPUB, LLC|17-19
738) 7881 808{ B813| &67] 818] 659] B7Z| 840] 688 980 | 1082 | 1105 | 1200 | 1334 | 1223} 1250 13.25 |Revenues persh 16.60
1301 187 126 40| 132 128) 1421 152 136 1S6] 486 193 183 207 232y 221| 240, 260 "CashFlow" persh 3.00
J3 N 66 A7 B3 81 73 74 67 T4 95 98 hil 86 1021 102] 110 125 Earningspersh A 1.5¢
54 5 55 56 56 56 57 57 58 58 59 59 80 b2 83 M 85 .87 1Div'd Decl'd pershBa 95
T T A 18T 2| 281 T TR OV R IR | 24T 286 297 283 | 304 | 258| 250, 280 {Cap Spending persh 3.20
669| 671] 645 6487 B56| 727 783 780{ 807( 925 972) 1013 1045} 1076 | 11281 1254 | 1300 13,55 Book Value persh® 16.00

PB4 7587 3029 00| I0A6| 3386 3673 | 6.5 4181 4133 | 4145 | 4153 | 4167 | 4182 | 41987 47.74| 4800 48.00 |Common Shs Oulstq O | 50,00
TP T8 BT AT 88 [ 227 04 &8 B2 &i| 98] W77 03] 23| e AT A3 Avg Ani'I PIE Rafio 200
83] 101{ 127 1390 08| 128] 406 133 58| 139] 149 131 128 134 14 113 1M Retative PIE Ratio 1.25
42% | 40% | 43% | 44% | 45% | 4% | 39% | 1% | 290% | 0% | 3% | 4% | 3% | 34% | 35% | 31% 1 28% Avg Ann'l Divid Vield 3.2%

CAPITAL STRUCTURE as of 9/30/14 3158 | 3207 3347 | 3671 | 4103 | 4494 | 4604 | 5018 ] 560.0| 8841 600 635 | Revenues ($mill) & 830
Total Debt $491.1 mill. Due in § Yrs $89.3 mill 260 | 272 2561 321 388| 406 | 7| 3641 426] 4731 5251 60.0 |NetProfit ($mill) 75.0
'LTT‘?"}“ 3“32-8 m(’}!»a . ,L!T:"I*%'m 32,73(02'“'“- T08% | 424% | 374% | 5% | 31.0% | 40.5% | 30.5% | 405% | 375% | 30.3% | 7.5% | 35.0% |income Tax Rate 3 0%
(LT nferost aamed: 3.4 total I ook Sy 32% | 33% | 106% | 83% | B6% | 76% | 42% | 7.6% | 80% | 43% | 20%| 45% |AFUDCY%toNetProft | 50%
Pansion Assets-12/13 $266.2 il TB.6% | 96.3% | 435% | 428% | 416% | 47.1% | 524% | B1T% | 478% | 416% | 40.5% | 40.5% |Long-Term DehtRatio | 40.5%

Obllg. $383.2'mill, 50.8% | 51.1% | 55.9% | §6.6% | 584% | 529% | 47.6% | 48.3% | 52.2% | 584% | 59.5% | 58.5% |Common Equity Ratlo 59.5%

Pfd Stock None 5658 | 5684 | 670.1 | 6749 | 6904 | 7949 | 9147 | 9315 | 9082 [ 102481 10501 1095 {Total Capital ($mill) 1350
Common Stock 47803.849-shs 8003 | 8627 | 9415 | 10102 { 11124 | 11981 112843 {13610 | 14571 | 15158 | 1575 | 1630 | Net Plant ($milf} 182
gty oyt 61% | 63% | 52% | 5.9% | 74% | 65% | 5.5% | 55% | 63% | 60% | 8% | 70% [RetunonTotalCapl | 7.0%

89% | 93% | 68% | 81% | 99% | 96% | 88% | 80% | 90%| 798% | 8&5% | 9.0% |Return on Shr. Equity 8.5%
90% | 93% | 68% | 81% | 99% | 96% | B6% | 80% | 80% 79% | 88%  9.0% [Retum on Com Equity 9.5%

MARKET CAP: $1.2 bitiion (Mid Cap) 2% | 2% | 10% | 18% | 38% | 38% | 30% | 23% | 34%; 34% | 35% | 4.5% |Retainedto Com Eqy 5%
CU?&?&I’T POSITION 2012 2013 93014 | 77% | 78% | 86% | 71% | 61% | 60% | 66% | T% | 62% | 56% | &9% | 54% (Al Divds to Net Prof 63%
Gash Assels 38.8 21.5 29.5 | BUSINESS: California Water Service Group provides regulated and  breakdown, '13: residential, 70%; busifess, 19%; public authorifies,
Qther 107.8 1120 _147.8 | nonregulated waler service to roughly 471,900 customers in 83  5%; industnal, 5%; other 1%. 13 reported depreciation rate: 3.8%.
Current Assets 1468 "1398 TA77.3 | communilies In Galifornia, Washinglon, New Msxico, and Hawall. Has 1,131 employees. President, Chairman, and Chief Execulive
Accts Payable 468 8§51 719\ Main service areas: San Francisco Bay atea, Sacramento Valley, Officer: Peler C. Nelson, Inc.: Delaware, Address: 1720 North First
Debt Due 1383 4.7 68.3 Salinas Valley, San Joaguin Valley & parts of Los Angeles. Ac-  Stest, San Joss, California 95112:4598. Telephone: 408-367-
Other 587 56.8 752 Laated
Cusrent Liab, “5X78 7666 ~J154 | quired Rio Grande: Corp; West Hawaii Uliiles {8/08). Revenue 8200, intérnat: www.calwatergroup.com.

Fix. Chg. Cov, 208% 301% 299% | Previously granted rate relief should respectively. This rate was significantly
ANNUALRATES Past  Past Estd’11°13] help propel California Water Service below the average of the typical water util-
ofchange (persh) 10 Yrs, 5;'83 ‘0’17";,9 Group's earnings for the next few ity. In the coming year, we are conserva-
Reveries . ok Tom SO ?zears. Utilities in the state are only al- tively estimating that there will be a $0,03
Earnings 55% 40%  7.5% owed to file a petition seeking higher (4.6%) increase. Furthermore, annual
gfvi?(e\‘;d's g,g'f’é 1.2% g-gg’g tariffs every three years. Hence, the rela- hikes through 2017-2019 could be in the

00k Yaue A 2% .4 tively favorable decision allowed by Call- 7% range.

Cal- | QUARTERLYREVENUES(Smill)E | ruy | fornia regulators last summer will have a California Water is not being

endar [Mar31 Jun30 Sep.30 DecdT| Year | positive effect on the company's bottom meaningfully impacted by the area’s

2011 | 981 1314 1693 1030 | 5018 | line through 2017. In addition, a major severe drought, State rvegulators have

2012 (1168 1436 1781 1215 | §60.0| potential regulatory risk has been implemented rules so that water utilities

2013 11114 1548 1844 1337 | 5841 removed for the next several years. won't be penalized for a decline in water

2014 11105 1684 1912 1399 1 600 | We are raising our bottom-line es- consumption due to  conservation

W15 1126 160 200 150 | 63 | timates for the company, yet again. measures. Also, future demand should be

Cal- EARNINGS PER SHARE A fFull | Third-quarter earnings came in higher met with water from the companys own
endar |Mar31 Jund0 Sep30 Decdt| Yedr | than we expected, even though the recent wells along with a dependable secondary

17 03 28 850 04 86 | rate hike was only in effect for part of the source that sells its bulk water. Moreover,

20121 03 3 86 121 102] quarter. Expectations for the year-ending any change in the price of water will just

ms L o1 28 81 121 102| period are favorable, too. All told, share be passed along directly to consumers.

14 1 d11 38 70 A5 110 hey ghould probably reach $1.10, a 7.4% These shares do not have much to of-

w5 | 03 2 I8 A5 | 18] increase over 2013% uninspiring showing. fer. Despite a strong balance sheet and

Cal- | QUARTERLYDIVIDENDSPAD®= | fuil | In 2015, with the rates in effect for the solid dividend growth prospects, the recert
endar [Mar31 Jun30 Sep30 Decdt| Year| entire year, a 13.6% hike in earnings per strong price showing by the equity of Calt-

W11 | 54 54 154 154 62| share, to $1.25, is possible. fornla Water has greatly reduced its near-

212 1 1675 4675 4575 1§75 | 83| Dividend growth should accelerate as term attraction. Moreover, total return

M3 | 16 16 16 16 84 well. Over the past five- and ten-year pe- potential through 2017-2019 is below aver-

014 | 1625 1825 1625 .1625] 65| ripds, California Water's amnual dividend age for a stock followed by Value Line,

215 payout averaged a meager 1.0%, and 1.5%, James A. Flood January 16, 2015
{A} Basic EPS, Excl, nonrecurring gain (loss): | Nov. » Div'd reinvestment plan available. {E) Excludes non-rag. rev. Company's Financlal Strength B+
00, (4¢); 01, 2¢; ‘02, 4¢; 11, 4¢. Next eam- gC) Inci, intangible assets. In "13: $18.2 mill,, Stack's Price Stability 9
ings report due mid-February. (B) Dividends 0.38fgh. Price Growth Peraistence 40
historically paid in late Feb., May, Aug., and (D). In millions, adjusted for splits. Earnings Pradictablii 90
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CONNECTICUT WATER woacres 52" 35.18 i 18.4 Gt s 1.0270 3.0% el
: 4] 208] 28 71 25, ! ; 79] 29.1 . ) )
TMEINESS 3 oo | O] 2081 2891 2821 200 81 88| P4 0| 25| %3 Ba| O Targst Price Range
SAFETY 3 tewngn3 LEGENDS
2 — e, 0
TE&HNICAL Rxsedm(ﬁhs . g by st ik — "
: ‘65” iiediaiie wz@ga‘:ea indicates recession S 3% gg
Anny'l Total i L R B f R
Price  Galn  Refurn Jus Ty T 1 s et 1 gg
¥ ¥ L]
A T s LMy 2
Insider Dacisions e 1%
FMAMUJJASO] v,
By 000000000 - 10
Wi 006800060 S 15
o
Institutional Decisions b e % Tor ?nﬁmax :thlr‘uq
o 20 S0 ! omertta, o STOCK  INDEX
ST B ! & o e o A A
Mooy azos  a3e  azes | 00 4 ¢ i Sy 736 1073 [
1898 | 1999 [ 2000 [ 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 12010 12011 | 2012 12013 {2014 | 2015 | ©VALUELINEPUB LLC|17-19
556 | 5871 5701 583 577| 581 604! 58| 668 705 724 693 65| 793 947 820| 885 0.25 Revenuespersh 12.50
159 185] 173( 478 178 1897 19| 162 152] 180| 186| 493 204 | 211 | 264 | 2631 290 340 “CashFlow"persh 240
1021 1.03] 108] 113 142 1157 148 88 Bt 1061 4] 148 143 143 183 186 180 200 Eamings persh A 215
78 T8 79 80 M a3 B4 B 86 87 88 90 82 24 96 981 1.01! 105 |Div'd Decld persh Ba 1.20
T T8 & 18| 1981 149 1568 1981 1951 2024| 284| 3261 306 2611 279| 02| 490 4.85|Cap’Spending persh 305
8521 6611 892, 925 1006| 10461 10841 11521 1160 1195 1223 | 1267 | 13.08 | 1350 | 2085 17921 1885 19.80 |Book Valua persh D 2168
680 726 7287 785| 784| 787| BOA| 817 87| B38| 46| 857 @868 | 876 885 1104] 15| 71135 [Common Shs Outstg © T 1200
B5T 1821 182 A5 W3] B[ WA BB/ BE| 2RI WA AT B WL WA T Avg AneTPIE Ratio 705
811 1041 118 140 1331 134 1A 1521 187 122| 137 123 132 144 1) 103 92 Relative PIE Ratio 1.2
49% | 42% | 40% | 33% | 0% | 30% ) 34% | S4% | 36% | 38% | 36% | 41% | 39% | 36% | 32%| 82% | 30% Avg Ann'l Divd Yisld 2.8%
CAPITAL STRUCTURE as of 9/30/14 485 475 469 890 613 534 | 664 694 838, O15 160 105 | Revenuss {$milf) 150
Total Debt $175.6 mill. Due in 5Yrs $18.8 mill 94 12 6.7 88 941 102 98 991 1361 183 2101 225 |NetProfit($mill) 26.0
(LTTO??‘?‘QW{“ i, ,2741(")*9'“5‘ $7.0mil. RS - | 5% | 324% | T12% | 195% | 2% | 413% | 320% | 280% | 19.0% | 20.5% Income Tax Rate 0.5%
allnierest ooverage: 4. @shotCap) bocrl el el e A% el ol o) AT% | 20% | 8% 20% |AFUDC%toNstProfit | 20%
Leases, Uncapltalized: Annual rentals $.1 mill 42.8% | 44.9% | 44.4% | 47:8% | 468% | B0.6% | 49.5% | 53.2% | 49.0% | 46.9% | 455% | 47.0% |Long-Yerm DebtRatioc | 48.0%
Pension Assets $56.8 mifl 56.7% | 54.6% | 85.1% | 51.8% | 52.7% | 49.4% | 50.2% | 46.5% | 508% | 52.9% | 54.5% | 53.0% ;0 Equity Rate | 52.0%
Oblig, §64.2 mil. 15541 1723 ] 17411 1932 1965 | 2213 | 2258 | 2642 | 3646 3736 385 425 {Total Capital {§mll}) 500
. 2461 | 2477 | 2684 | 2843 | 3023 | 32562 M42 | 324 M78| 4N9 500 530 [Net Piant ($milt) 580
Pid Stock §0.8 mil. ~ Pfd Divd NMF T0% | 50% | 49% | 55% | 59% | 55% | 54% | 49% | 48% | 59% | 60%| 60% [RetmonTotaiCopl | 65%
Common Stock 11,112,580 shs. 106% | 785% | 69% | 87% | 90% | 93% | 66% | 83% | 73%| 92% | 10.0% | 10.0% |Return on Shr, Equity 10.0%
as 0f 10/31/14 108% | 78% | 7.0% | 87% | 91% | 94% | 87% | 83% | 7.3% | 92% | 10.0% | 10.0% Returnon Com Equlty | 10.0%
MARKEY CAP: $400 million (Small Cap) 3% | 3% | NMF | 16% | 19% | 23% | 18% | 14% | 28% | 38% | 45% | 50% [Retalnedto ComEqg 5.5%
CUF&%!}E&T POSITION 2012 2013 930114 | 71% | 9% | 105% | 62% | 78% | 76% | Bi% | B83% | €2% 59% | 83% | 53% |ADiv'dsto Net Prof 56%
GCash Assats 13.2 184 1.6 | BUSINESS: Connecticut Water Servics, Inc. s a non-operaling  Maine. Acquired Ths Maine Water Co., 1/12; Biddeford and Saco
Accounts Receivable  11.5 123 13.0 1 holding company, whose income is derived from eamings of its  Waler, 12/12. Inc: CT. Has about 260 employees. Chair-
Other Lz 162 24.7 wholly-owned subsidiary companies (regulated water ufilities). ts  man/President/CEQ: Eric W. Thoraburg. Officers and diractors own
Current Assets 364 489 383 | 4 0n sibsidiary, Comneoticut Water, d for about-85% of 2.4% of the common stock; BlackRock, Inc. 7.3%; The Vanguard
/D\gxats&?able 1%8 12'? gg the holding company's net income fn 2012, and provides water Group, 3.8% (4/14 proxy). Address: 93 West Main Street, -Clinton,
Other 2.9 7.8 9.6 | services to 400,000 people in 55 towns throughout Connecticut and  CT 06413, Telephone: (860) 669-8636. Intemnet: www.ctwater.com.
Gurrent Liab. 159 - 27 2111 Connecticut Water Service probably tal spending. Entering 2014's fourth
Fix. Chg. Cov. 408%  375% : 55753% finished up a successful 2015). Thank); quartepr.ethe cgmpany's quuity-to-total cap-
ANNUAL Re?"r%s fost  Past Estq 11213 to a deal reached in 2013 with Connecticut  ital ratio stood at a very healthy 55%. In-
e change persh) A0 Saew ase | regulators, the utility agreed to lower cus- ternally generated funds will probably not
“Cash Flow" 30% 65% 55% | tomers’ bills and delay seeking higher be sufficlent to cover the capital budget
Smiﬂgg ’;’gf{z %8‘;/2 ;8;; rates in return for being allowed to hold on over the next three- to five-year period, Is-
Book Ve 6o #o% 35% | to an IRS tax refund. In addition, Con- suance of new debt will be required and
necticut Water was able to cut costs by the quality of Connecticut’s balance sheet
Cal- MQUARTERLY&EVS,ENUE;’OGS‘"L) 3 Full | merging the two utilities that it operates may decline somewhat, but it still should
endar |Mar31 Jun.30 Sep. 30 Dec.31] Year | i, £faine. All told, we think that share net remain in relatively good shape.
11160 174 206 154 | 694 Embably rose a robust 14%, to $1.90. Tweo future projects will increase the
ggg }g? ggg %472 ;51’2 s%g ottom-line gains should moderate company's revenues. Pipelines are being
e | w3 73 94 230 ] 100 this year, A recent petition for higher extended to include the town of Mansfield
5 | 220 280 320 230 | g5 | rates in Maine and the ongeing tax bene- and the main campus of the Universiéy of
NINGS PER SHARE & fits should enable share earnings to rise Connecticut in Storrs to expand Con-
g 3%45 20 Sep, 30 Dec, 31 Full 1 $0.10, or 5%, in 2015, If not for the diffi- necticut Water's service area.
endar | Mar.31_Jun. 30 Sep. 31 Year| o1t comparison with last year, these num- These shares have lost most of their
20}1 28 '27 gg NK 1'%3 ber would be more impressive, appeal. Like the rest of the sector, the
5313 %ﬁ ‘3;’; '8 }; }62 Capital expenditures are expected to stock of Connecticut Water has out-
M4 | 97 & 7 ap | 1ep Yise a sizable 20% in 2015, lLike most performed the market b{ a wide margin
5 | 35 60 80 .25 | 206 water utilities, Connecticut Water is in the since our October report. Hence, the equity
QUARTERLY DIVIDENDS PATD 5 process of upgrading an antiquated infra- 1is now less attractive on a relative basis.
egggr Mord! Jun30 Sen30 Dect Jul | structure, We estimate that about $46 mil- The Timelessness rank has also been
Nard] -un.d2 990y e, lion was spent on modernizations in 2014. dropped a notch to 3 (Average). Moreover,
011 1233 283 238 238 | 942 The company has announced plans to in- prospects to 2017-2019 are now well below
gg:g gggs gggs %‘3?,2 gﬁ%g ggQ crease this total to $55 million this year. average compared to other stocks in the
%004 | 2475 o476 9575 2E7R | 101 Connecticut Water’s finances should Value Line universe. . )
| 2015 | ’ ’ . “'1 be able to handle the additional capi- James A. Flood January 16, 2015
{A) Diluled earnings. Noxt earmings report due | June, September, and December. » Divid rein- | lion/§2.87 a share. Company’s Financial Strength B+
early February. Quartery earnings do-not add | vestment plan availabls, Stock’s Price Stability 90
in 12 due to rounding. ) }c; In miflions, adjusted for split. Price Growth Persistence 0
{B} Dividends historically paid in mid-March, | (D) Includes intangibles. In 13 $31.7 mi-
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1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [2010 [2011 12012 (2013 | 2014 | 2015 | SVALUELNEPUB.LLET17-19

4391 5351 §39) 587| 598) 642 625) 644 616 650 | 679 675 660 650 698 749] 730, 800 Revenuespersh 10.00
102 119 B9 1480 1200 1161 1281 133 133 149 153 | 140 | 185 146 156 1720 180 1.80 |"CashFlow" persh 215
kil 16 51 66 n 81 1 M 8 87 83 n 86 84 80| 103{ 140 115 Eamings persh A 1.25
58 80 61 62 63 65 66 87 68 69 70 T 12 73 74 I8 78 .77 {Div'd DecPd per sh Ba 82
08B 2A31 182] 125 189 187 Zh4| 21§ 237 Te6| 212 148 1807 150[ 13671 126 130 200 |Cap Spending per sh 200
680 695\ 6981 7111 739 760) 02| B26| 95} 1005 1003, 1033 193 | 1127 | 11481 14821 1215 1230 |BookValuepersh © 13.25 |
9827060 | 10411 1097 | 1061 1048 | 1136 11.08 | 1347 1.5 | 1340 | 1350 | 1557 | 1570 | 1582 | 1596 | 1645 16.25|CommonShs Outsty © 1 17.00
521 16| 27| 46| 235 300] 284| 24| 227] 208 198 2007 78] 2.7 2087 197 190 Avg Ann'i PIE Ratio 20
79 100 187 12| 128) 71 1391 1461 123) 145 149 1401 143 136 132) 141 99 Relative PIE Ratio 1.30

5A% | 44% | 42% | 38% | 37% | 35% | 34% | 35% | 7% | 7% | 40% | 47% | 42% | 40% | 40% | 37% | 36% Avg Ann't Div'd Yisld 3.3%
CAPITAL STRUCTURE as of 9/30/14 701 746 811| 861 910 8121 1027 1021 1104 1148 118 125 | Revenues {$mill) 150
Total Debt §185.3 mill. Duein 5 Yrs $56.4 mill. 84 851 1001 18] 1221 100! 43! R4 144! 1861 175 185 |NetProfit (mill) 4.8
2{#{3"'}13952 Ml erest 45 mil A% | Z76% | 384% | 306% | 950 | 4.1% | 32.1% | 327% | 30.9% | 3A1% | 34.6% | 35,0% [incom Tax Rate w%

orost saed: 6.0) @ohotCapty bl el el el ol oo 6% | 61% | 34%| 10% | 15%| 15% AFUDCY%toNetProfit | 20%
538% | 553% | 495% | 49.0% | 45.6% | 46.6% |43.1% | 423% | 41.5% | 404% | 40.0% | 425% |Long-Term DebtRatio | 43.5%

Pensglon Asssts-12/13 $46.4 mill. 42.5% | 41.3% | 47.9%. | 49.6% | 51.8% | 52.1% |55.8% | 566% | 57.4% | 58.7% | 58.5% | 57.0% Common Equity Ratio | 56.0%
. Oblig. $56.0 mill 2145 23171 2840 | 2688 | 2584 | 2679 | 3105 | 3125 3165| 14 130 350 | Total Capital ($mill) 460

Prd Stack §2.4 mil. Ptd Divd: §.1 mil 2629 | 2880 3171 | 3338 | 363 | 3765 | 4059 | 4222 | 4352 A465] 460| 470 |NetPiant($mill 500
Common Stock 16,141,268 shs. 5.4% | 50% | 51% | 56% | 58% | 50% | 57% | 52% | 54% | 5% | 60%| 60% RetunonTotalCapl | 6.5%
as of 10/31/14 85% | 82% | 75% | 86% | B6% | 70% | 81% | 75% | 78% | 87% | 90% | 8.5% |[Returnon Shr. Equity 9.5%

90% | B86% ! 7.8% | 87% | 89% | 7.0% | 82% | 75% | 78%| B7% | 80%  0.5% !ReturnonCom Equity 9.5%

MARKET CAP: §350 million (Small Cap) ST 8% | 1% | 18% | 20% | 1% | 24% | 10% | 14% ] 24% | 30%| 30% [Retainedto ComEqg 30%
CU!(Q;}E&S POSITION 2012 2013 /3014 ] 00% | 94% | 84% | 79% | 78% | 98% | 75% | 67% | 83% | 73% | 63% | 67% AlDivdstoNetProf 66%
Cash Assets 3.0 4.8 54 | BUSINESS: Middlesex Water Company engages in the ownership 2013, the Middlesex System accounted for 60% of operaling reve-

ther 218 210 23.7 | and opsration of regulated water utility systems in New Jerssy, Del-  nues, Al 12/31/13, the company had 279 employees, incorporated:

Gurrent Assots 206 258 2881 aware, and Pennsylvania. It also operates water and wastewatsr NJ. President, CEQ, and Chairman: Dennis W. Doll. Officers &
é‘é‘é’? [;’J:eyable 1:1”13 33% agf systems undsr contract on behalf of municipal and private clients in  directors own 3.3% of the common stock, BlackRock, 7.4%,
Gther 441 126 i34 NJ-and DE. Its Middiesex System provides water gervices to 60,000 Vanguard 3.3%. (4/14 proxy). Add.: 1500 Ronson Road, Iselin, NJ
Gurrent Liab. —E50 TE37 BT | retail customers, primarily in Middlesex Counly, New Jersey. in  08830. Tel.: 732-634-1500. internet: www.middlesexwater.com.

Fix. Chg. Cov. 554% 697%  695% | Middlesex Water Company has an in- ed, this was a good showing, considering
ANNUAL RATES Past  Past Estd'11°13| credibly consistent dividend policy. In that the company lost its largest client (a
gcmngﬂ(wsh) 10\"5‘% 5'1”8‘0 ¢°'175’19 late October, the company raised its divi- FHess refinery) and the borough of
gk Fo 5% 1% 8% | dend by one-quarter of $0.01. For the full Sayreville less than two years ago. In
Eamings 35% 15%  50% ear, the increase works out to one cent. 2015, the increase in profits will probably
[B"V'de"dls Zg‘;z gg?ﬁ z‘g;,é his marks the 12th straight year in be less impressive, as we estimate only

oak Valus : 0% 28% | which the utility has raised the annual calls for a 4%-5% advance in share net to

Cai. | QUARTERLYREVENVES (mil} | rup | payout by $0.01. $1.15.
endar |Mar31 Jun. 30 Sep 30 Dec.31| Year | Consistency is not always a good The balance sheet may be small but it

011 1240 261 287 233 | 1021 characteristic for a company. The is relatively solid. With net plant just a

2012 | 85 274 324 271 | 1104 latest dividend hike represents a paliry little north of $450 million and total capi-

3 L 270 281 33 274 | 1148 1,3% yearly hike, compared to the industry tal of only about $330 million, Middlesex

W4 71 W2 BT B8 | 18| ayerage of over 6%, Indeed, this has better than average financial metrics

15 | 200 310 40 319 | 125 represenited the lowest rate of growth of compared to the rest of the industry.

Cal EARNINGS PER SHARE A Full | any regulated water utility in the indus- More attractive candidates can be
endar_|Mar.31 Jun. 30 Sep. 30 Dec.31| Year| try. What's more, we don't anticipate any found for those investors insisting on
1 U X I - S 84| change in Middlesex's one-cent-a-year phi- being involved in the water utility in-

M2 11 3 38 AT 1 901 Josophy until 2016 or 2017, dustry. If a water utility stock must be

20131 20 28 % 19| 10| Nearterm earnings prospects are not selected, we think that most current

5314 2 28 4 19 110] had for a water utility. Even though we valuations in the group are too high. More-

15 21 3 43 .20 | 9] 4re not looking for a great comparison in over, Middlesex would not be our recom-

Cal- | QUARTERLYDIVIDENDSPADEN | Fui | the fourth quarter, better-than-expected mendation, Typically, utilities with subpar
endar |Mar3t Jun30 Sep.d0 Dec31] Yoar| results in the September period were prob- dividend growth prospects must com-

2011 | 183 183 183 1485 73} ably enough to enable the company to earn pensate bu¥ers by having a much higher

12 | 485 185 185 875! 74| $1.10 a share, a solid 7% increase over yield. Middlesex’s yield does not appear to

2013 | 1875 1875 1875 19 751 2013. Modest rate increases in both New be high enough to make up for its poor div-

B4 18 d9 19 M05] T8 Jersey and Delaware were most likely be- idend growth prospects.

s hind most of the gains. All things consider- James A, Flood January 16, 2015
{A) Diluted earnings, May not sum due lo | May, Aug., and November.w Div'd rei Comﬂanz’s Financial Strength B+
rounding. Next samings rsport due mid- | plan avallable. Stock's Price Stabliity 95
February, {C} in millions, adjusted for spiits. Price Growth Persistence 40
(B} Di\%ends historically paid in mid-Feb., Eamings Pradiclablity 80

% 7015 Valie Line Publishing LLG, Al i
THE PUSLISHER IS NOT RESPONSIBLE ly
of it may be reprodued, resold; stored-or temnsmitied in any printed, electronlc or ofher form, of used for yeneraing of matketing any printed

%Pls resetved, Factual materlal Is - obtained from sources believed o be refiable and s providedf withait warranties of any kind,
OR ANY ERRORS OR OMISSIONS HEREIN. This publicaton is st ¥ fal, §

is strictly for 'S own,

internat use, No pat

e TOF
or elottronic publl

To subscribe cali 1-800-VALUELINE

lcation, service or product.




Exhibit PMA-RT 1
Schedute 9
Page 23 of 24

SJW CORP. s s R 32.02 0 11.6Gue YN 06410 25% Nl |

High:| 180 1981 27.8] 453] 430] 351 304| 282] 28.8| 269 301 337 i
THELNESS & oot | MO | 150 e8] FI 4e3] 4a0] serl a0a] 82T 2eal s T sed] s Sair 2018 S0t
SAFETY 3 tewar LEGENDS _
2 o " i by el Rt %
TECHNICAL £ Raised 1215 ... Rl s Sponeh 50
BETA .85 1{1.00 = Market) 3for] spit 3104 50
2for-1 spiit- 3106 ¥ WA IR AR (VO s
1713 N ons: No . i E radn 0
el cal Anaglz?tai haded arca indicates recession il Iy 30
Lo o n T T - i P ITNTTTALL AL TS pis
fw gg ﬂégg’:; 1;2/6 Pt "'u 3 huuﬁu‘ﬁ‘" WER PPN gf)
Insider Decislons S 1 15
FMAM S JA SO Tworhd ]
By 000110110 C SN— 10
gfos 000000000] «i I 75
b 900000010, SO O I - %TOT.RETURN 12114 |
instifutional Decisions s i Y o . e "m" - TS VLARIH.
oaE e 3o - PRI Moot 00 STOCK  WDEX |
I I e —m woms 8 F
Hdsooo, 10980 10965 to7ad | P90 5 e v i sy 640 s |
1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 | 2006 | 2007 [2008 (2009 [2010 {2011 {2012 12013 [ 2014 | 2015, | OVALUELNEPUB.LLL]17-18
5581 6401 674 745 797 820| 80| 886 1035 | 1126 | 1212 | 1168 | 1162 | 1285 | 1401] 1373 1585| 14.75 |Revenuespersh 17.15
1261 1431 1230 1490 1550 178 189 221} 238 230 244 221 238 280 297] 290 440 3.35 |"CashFlow” persh 3.85
76 87 58 77 18 91 8710 1121 149 104 108 B1 84 U 1181 1421 260 145 Earnings persh A 1.70

39 40 ;41 43 A4 49 51 53 5 £ 85 6 :68 £9 il 13 18 79 | Div'd Decl'd per sh Be 100
1810 t7rl 1AL 2637 206 3417 2311 2831 387|662 379 37| 585 375 5B7| 468 | 40| EZE|CapSpending por sh 5.00

753) 788| 790| BI7| 840) 911| 10.41] 1072 1248 | 1290 | 13.99 | 1366 | 1375 | 1420 | 1471 1592 | 1755 1855 |Book Value persh 070
T907] 1827) 1827 1827 | 1827 1827| 1827 | 1827 | 1628 18.96 | 18.18 | 1850 1855 | 1850 1867 2017 20.50| 21,00 Comman Shs Outstg ©| 2300
BT B8 RBIT 65| 13| BAWE| 0T HE AT R R T R T e T 04T w08 vy BriTPE Ralo 3]
8] 88| 2150 ssl 4] s8] t04] 05| 27| 4m| 1m0 tes | 1331 1300 3] & Relative PIE Ratio 140
39% | B0%| 21% | 30%| 34% | 35%| 30% | 24% | 20% | 7% | 23% | 28% | 28% | 29% | 30% 1 27% | 26% Avg Anr| Divd Yield | 27%
CAPITAL STRUCTURE as of 9/30/14 1669 | 1801 | 1892 | 2066 | 22031 2164 | 2156 2000 | 2615| 2768 25| 310 |Revenues (smil) 395
Total Debt $393.3 mil, Due In 5 Yrs $21.2 i 160 207] 222] 193] 22| 152 58 28| 231 235| 520 300 NetProft(Smil) 390
LY Debt $384.5mil. LV Interest $18.1 mil, 42.1% | 416% | 40.8% | 38.4% | 30.5% | 404% | 388% | 41.1% | 41.1% | 38.7% | 30.0% | 38.0% lncome Tax Raie 5%

(Totel ntorest coverage: 29x)  (52% of Ca) | "y | “am | 2% | 2% | 2% | 20% | | | 20% | | 10%| 10% LAFUDCtoNetProft | 20%
Leases, UncapHalized: Annual rentals $85.5 mitt, 43.7% | 426% | 41.8% | 47.7% | 46.0% | 494% | 53.7% | 56.6% | 55.0% | 51.1% | 52.0% | 52.0% Long-Tarm Debt Ratlo 53.5%
66.3% | 574% | 56.2% | 52.9% | 540% | 506% | 46:3% | 434% | 45.0% | 489% | 48.0% | 47.5% [CommonEquityRatlo | 46.5%

Ponsion Assets: $91.4 mill. . 32831 3412 3918 4532 4709 4996 | 5807 | 6079 | 6102 6562 750 825 1 Total Capital ($mitl} 1025
Pl Stock Nore Oblig. $128.7 mil. 4568 | 4846 | 5417 | 6455 | 6842 | TI85 | 7855 | 7562 | 8316 8987 985 | 1070 |NetPlant{$mil) 1200
’ 6.5% 1 76% 1 70% | 57% | 58% | 44% | 43% | 49% | 50% 1 50% | 85% ! 5.0% IReturnonTotal Cap'l §.5%
Gomman Stock 20,236,136 shs. a7% | 106% | O7% | B2% | B.0% | 60% | 6.0% | T0% | &A% | 73% | 145% | 80% [Re(um on Shr, Equity | 80%
as of 10/24/14 B7% 1 106% | 97% | 8% | 80% | 60% | 62% | 79% | 8% | 73%| 145% | 8.0% !ReturnonCom Equity 8.0%
MARKET CAP: $650 million {Small Cap) 36% | 56% | S52% | 35% | 33% | t2% | 1% | 31% | 33% | 28% | 10.5% | 35% |Retainad to Gom Eq 3.5%
CUR&?&TPOSITION 2012 2013 93014 8% | A4T% | 46% | S7% | 59% | 80% | 80% | 61% §9% | 62% | 20% | 54% |AlDIvds to Net Prof §9%
Cas(h Asé)e(s 25 2.3 5.8 | BUSINESS: SUW Corporation ongages In the production, pur- Austin, Texas. The company offers nonregulated water-related
Other 404 374 6491 chase, storage, purification, distribution, and retall sale of water. It- senvices, incfuding water system operations, cash remiftances, and
Current Assets 428 T36T TT0B | provides water servics to approximately 228,000 connections that maintenance contract services, SIW also owns and operatas com-
Accls Payable 85 1268 123 senve a population of approximately one million people in the San  mercial real estais investments. Has about 379 smployses. Chym.:
8?’?;r0ue gg; %’;g 38? Jose area and 11,000 connpctions that serve approximately 36,000 Charles J, Toeniskoetter. Inc.. CA, Address: 110 W. Taylor Street,
Current Liab. —;ﬂ -—55*5 —51(-5 residents In a service area in the region between San Antonio and  San Jose, CA 95110. Tel.: (408) 279-7800. Int: www.sjwater.com,
Fix. Chg, Cov, 317% 268% 270% | SJW's impressive 2014 performance modernize waste facilities, the company

ANNUAL RATES Past  Past Est'd1113| was the result of a one-time event. In will need to spend close to $1 billion an-
of change {per sh “Wfss- 5Zf8;y ‘027(59? the third guarter, the utility's share net nually over the next several years.

Revenues 5.5% 0% : - .

“Cash Flow” y 40% 5o% | spiked to $1.88, versus the $0.44 recorded The large projected capital outlays
é?ﬁa%?w %‘s’s?% .SQ 7.0% | in the similar 2013 period. Behind this will only have a minor impact on the
B{,ﬁ?ﬁ&&ie gg:;: gg;/z gg"ﬁ whopping increase was SJW's recognition company's balance sheet. SJW will

of $58.2 million in revenues due the com- have to {ssue new debt because internally
Cal- | QUARTERLYREVEMJES{mil) | Fun | pany for expenses incurred in previous generated funds will not cover the entire
ondar | Mar31 Jun. 30 Sep. 30 Dec. 31) Year | years. The delay in recovering the reve- long-term capital budget. The common
01 1437 580 739 624 | 2300 nues was the reason for the previous four equity-to-total capital ratio will most likely
W12 | 511 666 824 624 | 2618 quarters having negative year-over-year decline from the current 48% level to
013 | 504 742 852 674 | 2769 comparisons. We are not backing out the about 46.5% by later in the decade. This
2014 | 546 704 1204 746 | 325 profits as a nonrecurring item because should leave the utility with marginally
2015 | 600 750 950 800 | 310 they were earned by the utility’s main below-average finances.

Cak EARNINGS PER SHARE A Full | business during the course of normal oper- Shares of STW do not have good near-
endar | Mar31 Jun.30 Sep. 30 Dec.31) Year | agjons. It's just that they were recognized term prospects. Our proprietary system
a0 29 435 1 1411 all at the same time, Investors should note has dropped the ranking of SJW one notch
M2 06 28 5 31| 18] that SJW's P/E and relative P/E ratio will to 4 (Below Average) for year-ahead rela-
13 07 & 4 24| 1121 be out of kilter for the next three months.  tive performance.

09| 04 34 1B M 260 Earnings in 2015 will not be .as poor as Long-term prospects are not en-
W5 | 90 A3 85 35 | 145 they will probably appear. Excluding caurag{ging either. The 18% rise in the
Cal. | QUARTERLYOVIDENDSPAID®s | Ful | the large one-time item taken by SJW last price of the equity since our October report
endar | Mar31 Jun.30 Sep.30 Dacdi| Year Kear, we estimate that the utility could has reduced much of SJWs appeal. \}\J/ith
201 1 473 473 473 A73 88| have shown close to a double-digit increase the stock already trading in our 2017-2019
M2 1 1778 478 ATT5 47751 71| in earnings per share. projected Target Price Range, both total
013 | 1825 1825 1625 1825) 73| SJW is in the midst of overhauling its return and capital appreciation potential
A4 | 1815 875 875 M8TS | 75| gutdated infrastructure. To remove and are not im};ressive.

£15 install new pipes, as well as repair and James A. Flood January 16, 2015
{A} Diluted earings. Excludes nonrecurring | not add dus to rounding, {C} In miflions, adjusted for stock splits. Company’s Financial Strength 8+
losses : '03, $1.97, 04, $3.78; '05, $1.09; '06, | (B) Dividends Nistorically paid in-early March, Stock’s Price Stabllity 80
$16.36; '08, $1.22; '10, 46¢. Next eamings | June, Saptember, and December. w Div'd rein- Price Growth Persistence a0
tepart due mid Febriary. Quarerly egs. may | vestment plan available. Earnings Predictabill
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1998 | 1999 | 2000 ; 2001 ; 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 2010 2012 12013 12014 {2015 | ©VALUELINEPUB.LLCT17-19
- - --| 205] 206 217} 218 258 | 25| 279 289 285 307 318 321 327, 360 385 Revenuespersh 465
- .- 59 57 85 85 78 n 86 B8 851 1071 108 142) 18] 135] 1.45|“CashFlow” persh 170
- A3 A0 A7 A9 58 58 51 57 B4 N T 12 75 .85 .95 |Eamings per sh A 110
-~ 34 35 3 39 42 45 48 49 51 52 53 54 55 57 .60 {Div'd Dacld persh B 78
- - 75 o T X Y R T i 2 B KT R J4 .94 76 .95 .95 1Cap'l Spending per sh 1.00
-~ - 3791 380 406| 4851 4851 584 597 644 6921 749 | 745 | 773 798| 8201 800 {Book Value persh 880
- - 846] 9551 063 1033, 10401 1120 [ 1127 | 1137 ) 1256 | 1260 | 1279 | 12921 1298 | 1280 1250 |Common Shs Qutsty © | 11.60
- - 178 B8 2457 877 B3| 3M2] 03] U6 28| 07| A HAA| %3 I Avg Ann'l PE Ratlo 25
. - A 1471 140 136 140 188 18 1481 148 132 150 186 148] 126 Relative PIE Ratlo 1.40
= - =) A% 30% | 32% | 31% | 29% | 25% | 28% | 35% | 36% | 35% | 3% | 31% | 28% | 28% Avg Ann'l Divd Yield 3.0%
CAPITAL STRUCTURE as of 9/30/14 225 268) 87| 34| RE| JO0! 60| 406| 414 424| 460) 48.0 |Revenues ($mil) 35.0
Total Debt $84.9 mill,  Due In 5 Yrs §19.5 mill 48 58 6.1 64 64 15 89 9.1 93 97 [ 1101 120 |Net Profit ($mill} 13.0
Q?‘;@”f“? mil. }370;“)‘9'“‘ $5.1 mit. 36.7% | 36.7% | 344% | B.5% | 36.1% | 37.0% | 36.5% | 355% | T6% | 37.6% | 475% | 38.0% |income Tax Rate 37.5%
{Total nterest coverage: 4. (5% of Cap) | =] <= 7% | 36% | 104% | -] 12% | 14% | 1A% | 8% | 15% | 1.5% JAFUDG%toNetProft | 1%
Penslon Assets 12/13 §27.1 mill 42.5% | 44.1% | 48.0% | 46.5% | 54.5% | 45.7% | 483% | 47.1% | 46.0% | 45.1% | 450% | 46.0% |Long-Term DebtRatio | 50.0%
Oblig. $32,1 mill, 57.5% | 65.9% | 51.7% | §3.8% | 45.5% | 84.3% | 51.7% | 62.9% | 54.0% | 549% | 56.0% | 54.0% Common Equity Ratlo | 50.0%
836 903 1265 | 1257 | 1534 | 1601 | 1764 | 1802 | 1848 | 1884 | 190| 185 |Total Capital {$mil) 210
Pfd Stock Nans 00| 15531 1744 | 1916 2014 | 2220 | 24| 2930 | 2403 2442 20| 255 |Not Plant ($mil) m
76% 84% | 62%  67% | ST% | 62% | 65% | 64% | 64% | 65% | 7.0% | 8.0% |Returnon Total Cap' 7.5%
ey K 1280827 ghe. T00% | 116% | 93% | 05% | 9% | B6% | 90% | 95% | 0% | 8% | 70.5% | 120% [Retunon Shr Equlty | 125%
100% | 11.6% | 93% | 95% | 92% | 86% | 98% | 95% | 93% | 8.3% | 10.5% | 12.0% IReturnon Com Equity | 125%
MARKET CAP: $275 milllon {Small Cap) 2% 30% | 22% | 17% | 14% | 19% | 27% | 25% | 24% | 24% | 35% | 4.5% |Retanedto ComEqg 40%
CU%'}J?JSPDSWON 2092 2013 9/30MA | 9% | TA% | 7% | B2% | 85% | 8% | T2% | V3% | TA% | 74% | 67% | 66% |ANDiv'ds to Net Prof 68%
Cash Assets 4.0 76 3.2 | BUSINESS: The York Water Company is the oldest investor-owned  nues; commercial and industrial (20%); other (3%), It also provides
Accounts Receivable 64 3.8 4.2 | regulated water utility In the United States. It has operated contin-  sewer bifling services. Incorporated: PA. York had 105 full-tine em-
Cur?e:nt Assets 1}2 1;2 ——ﬁ% uously since 1816, As of December 31, 2013, the company's aver- ployees al 12/31113. PresidentVCEQ: Jeffrey R. Hines. Of
Accts Payable 1' + 1.8 2‘7 age daily avallabllity was 35.9 milion galicns and its service terri-  ficers/directors own 1.1% of the common stock (314 proxy). Ad-
Débt Duey 1 = .. | lory had an estimated popufation of 190,000. Has more than 63,000 dress: 130 East Market Strest York, Pennsylvania 17401. Tels-
Other 43 8.0 8.9 | customers. Residential customers accounted for 63% of 2013 reve-  phornie: (717) 845-3601. internel: www.yorkwater.com,
E.”"’g’t’“ugb‘ 412/5 41;5/8 411;;2 In late November, The York Water will not be overwhelming.
X 20g: LoV, d ~mtol Company raised its dividend by 4.5%. Finances should remain solid. Cash on
g’:ﬁ;":{“‘gﬁs Jast Past Estq 1193 | This increase s much higher than the sub- hand and internally generated funds were
Bvonn e 45% “30m  ss% | par (for a water utility) 2.5% annual probably sufficient to meet 2014's planned
“Cash Flow” 65% 65%  7.0% | growth rate that the company averaged expenditures, Over the next three- to five-
5%?’51’235 gg:ﬁ* gg‘;/y ggg’g over the past five years. We believe this is %ear period, however, York will most likely
Book Value 70% 50% 26% | the start of a trend in which York will have to access the debt markets to fully
- robably be able to raise the yearly payout fund the capital budget. Currently, the
Cal- MQ%‘XR":’ER”:%%EVSEN“E;O(‘S’“” 3 Full | between 5% and 6% for the next five years. company is well capitalized, as its common
endar | Mar.31 Jun.30 Sep. 30 Doc. 31 Year | The company has solid short:term eguity»to—total capital ratio is a healthy
gg}; gg ;83 }28 1?)2 3‘%2 earning prospects. For the last 10 55%. So, while the company's financial
213 | 104 107 08 107 | 44 months of 2014, Pennsylvania regulators  condition may slp a few notches, we think
2014 | 106 118 121 115 | 4o allowed York to raise customers’ monthly the balance sheet will remain healthy.
015 | M0 126 125 125 480 bills. This probably enabled the company As has been the case with most water
EARNINGS PER SHARE ~ to earn $0.85 a share in 2014, a 13% in- utilities, York shares have been per-
eg::' Mar.3! Jun. 30 Sep. 30 Dec. 31 \‘f:;'r crease over 2013, In 2015, due to a com- forming extremely well. In December
- - P. - bination of the higher tariffs being in ef- alone, the value of the equity rose 20%,
%gg ;; }3 ;g }g ;; fect for all 12 months, along with a slower This strong showing has reduced the divi-
P TR A B ¢ | Increase in expenses thanks to some cost dend yleld to only 2.7%, or only 60 basis
041 8 0w 3 M g5 cutting, we look for a 12% inerease in points higher than the median of all
015 | 20 95 95 g5 | |¢5| Share eamin§s, to $0.95. dividend«paym% companies in the Value
ol QUARTERLY DVIDENDS PAID ® ral The capita bud%et is manageable. Line universe. Investors have been willing
endar Mar3 Jund0 Sep30 Deet Y:ar Most U.S. water utilities have aging infra- to pay a substantial premium for just a
] 13‘1 7 13'1 ™ i structures that are in need of repair. We little more current income. In addition, the
02 | 34 M 1 53 estimate that York spent about $12 mil- recent price run-up in the stock has left it
013 | 138 438 138 18 %sq lion for this purpose last year and will with meager potential returns through
M4 | 431 43 1431 1431|574 come close to this figure again in 2015. So, 2017-2019.
2015 | 1495 while the outlays will be meaningful, they James A. Flood January 16, 2015
S:\’L I'):ihétgd sarnings. Noxt earnings report due | {C) in milltions, adjusted for splits. g(omk)'ang‘f F)g?nbc'iﬂl Strength %E
ebrary.
(B) Dividengs historically paid in mid-January, Pr?:o émﬁg Poars!sgnce 55
April, July, and October. Earnings Predlictabitity
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